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IEMENDOUS CHANGES COMING 5 SOUND STOCKS 
# IN TV-Movies WITH ABOVE-AVERAGE 
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WHY THIS SIGN 
IS YOUR GUIDE TO 
FINER TELEVISION 


RCA's 36 years’ experience 
is yours to share in TV— 


black-and-white or color 


When the time comes for vou to purc hase 
a TV set and enjoy the most fabulons 
medium of entertainment ever created 
for the home, here are facts that will he p 
you make the right decision 

lo pionee! and develop i le vision, n 
color as well as in black-and-white, called 
for a special combination of pl ictical ¢ 
perience, great resources and research 
facilities in the fields of communications 
and electronics. 

RCA was well qualified to do the jol 
EXPERIENCE: RCA has been the recog- 
nized leader in radio communications 
since its formation thirty-six vears ago 
Its world-wide wireless circuits, estab- 
lished in 1919, and its development ct 
electron tubes, laid the groundwork fcr 
radio broadcasting in 1920... and tl 
first nationwide radio network in 1926. 

Radio broadcasting led to television-- 
and in 1939 RCA made history by intre- 
ducing black-and-white TV as a service 
to the public. 

Dr. V. K. Zworykin of RCA invented 

the Ic onoscope, or television camera tube 
and he developed the Kinescope, now uni 
versally used as the picture tube. 
RESOURCES: Pioncering and develo; 
ment of color TV has been one of the 
most challenging and expensive project 
ever undertaken by private industry. Ti 
date, RCA has spent $50,000,000 on colo 
TV research and development, in addi 
tion to the $50,000,000 previously spen 
in getting black-and-white TV “off the 
ground” and into service. 
RESEARCH FACILITIES: RCA has one 
of the most complete, up-to-date labora 
tories in the world—the David Sarnoff Re 
search Center at Princeton, N. J. It is the 
birthplace of compatible color television 
and many other notable electronic devel- 
opments. 

No wonder that you can turn to RCA 
to find all of the essentials of quality and 
dependability born only of experience. 

In addition, the RCA Service Company, 
manned by a corps of trained technicians, 
operates service branches in all principal 
television areas. No other organization is 
so thoroughly equipped to install and ser- 
vice your television set, as well as any 
other RCA product. , 


RADIO CORPORATION 
OF AMERICA 


Electronics for Living 
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Brilliant successes 


of CLARK-designed axle- 
transmission drive units 
ore establishing CLARK asthe reli- 
able Power Train Headquarters. 


CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 
Other Plants: Battie Creek, Jackson, Benton Marbor. 


PRODUCTS OF CLARK TRANSMISSIONS - 
TORQUE CONVERTERS + FRONT AND REAR AXLES 
* AXLE HOUSINGS + FARM EQUIPMENT UNITS + 
ELECTRIC STEEL CASTINGS + GEARS AND FORGINGS 
—FORK TRUCKS + TOWING TRACTORS + POWERED 
WAND TRUCKS + ROSS STRADDLE CARRIERS + 
TRACTOR SHOVELS AND EXCAVATOR CRANES 


CLARK 


EQUIPMENT 





A regular quarterly dividend 


of 30c per share has been de- 
clared by Daystrom, Inc. Checks 
will be mailed November 15th 
to shareholders of record Oc- 
tober 27th. 


DAYSTROM, Inc. 


Z ELIZABETH, M. 4. 

7 Electrical and 

Z electronic products 
Modern furniture 



































Coble Address — Tickerpub 





ADDRESSING AT TREMENDOUS 
EQUIPMENT SAVING 


Addressograph, Graphotype, Speedaumat, 


Elliote Addressing, Mimeograph, 
Spirit Duplicator, Standard Duplicators 
and Supplies. 


ADDRESSING MACHINE & EQUIPMENT CO., INC. 
326 Broadway, N. Y.7,N.Y. HAnover 2-6700 
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C.G. WreKkorr, Editor-Publisher 


1907 - Over 48 Years of Service - 


Securities 


Economics ] 
Foreign Affairs ~ 


TOO GREAT A SACRIFICE . . . GOP chieftains are in- 
dulging in poor tactics and worse judgment by 
suggesting that the President’s illness requires no 
shift now in political planning. No one, not even 
the politicos, should ask of this man, who has 
dedicated his entire adult life to the service of his 
country, that he place it on the line once more and 
this time for the salvation of the Grand Old Party. 
He should not be encouraged to do so, nor pressured 
by suggestion. Rigors of a country-wide campaign 
involving thousands of miles of travel, irregular 
meals, late hours along with the strain of speech- 
making are for men in the bloom of health. That 
his physicians would share responsibility for such 
a venture seems unthinkable; that he would under- 
take it on any other basis can be rejected. 

Any attempt to override his family and medical 
advisers, at so great a risk, must be put down to 
lack of consideration and to highly selfish motives. 
And there is the public reaction to be considered. 
The question of electing a man who might not com- 
plete his term and the resentment of those who 
might feel a popular President had been prevailed 
on, out of a sense of party responsibility, needlessly 
to jeopardize his life. Even 
those who prayerfully hope 
he will run, must see the 
price is too great—that the 
demands and _ frustrations 
of dealing with pressure 
groups at home and rivalries 
abroad are too heavy a load 
to be borne. Weeks before he 
was stricken, President Eisen- 
hower derided the philosophy 
of “the indispensable man”’. AI, LE 
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Politics 


The Trend of Events 


We recommend to the attention of our of 
readers the analytical discussion of busi- 
ness trends contained in 
“What's Ahead for Business?” 
regular feature represents a valuable | 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 





E. D. KInGc, Managing Editor 


1955 


Industry 


Business 


Still, those who have nailed their flag to this mast 
so securely continue in the mistaken belief that 
there can be no other course. 

THE DODGERS DID IT... . Practically within view of 
the entire nation—thanks to TV—the Dodgers, 
perennial exemplars of a forlorn hope, came through 
with a smashing victory over the Yankees in the 
world series and thus proved once again to a de- 
lighted American audience that the never-say-die 
spirit does it. 

This is the spirit that America appreciates above 
all. This is the spirit that not only wins world’s 
series, when all but hope has vanished but builds 
a towering economy from the ashes of depression. 
This is the spirit that wins wars after dishearten- 
ing setbacks. This is the spirit which fulfills hope 
and gives meaning to the life of the tens upon tens 
of millions who live in this land of ours, and will 
give even more meaning to the life of the coming 
millions of future generations. 

So we sav, thanks to the Dodgers, who finally did 
ii—and God Bless America. 

A COMPARISON OF ECONOMIC TRENDS 1954-1955 
... AS we move along in the fall season, it will be 

useful to compare current 

economic trends with those 
a vear ago in order, first, 
to see how far we have come 
along the road to prosperity 
and, second, to determine, if 
possible, whether we are go- 
ing to stay on this road or 
make a detour. Some of the 
principal indicators 
follows: 

(1) Industrial 
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index—(August, latest available) 142 compared 
with 125 a year ago. This is the sharpest increase 
on record for a similar period. 

(2) Consumers’ price index—114.7 for July 
(latest available at this writing) compared with 
115.2 a year ago. Consumers’ prices, on average, 
have been relatively stable since the end of 1952. 
The pattern is now changing for selected items, 
with a slightly higher tendency generally in evi- 
dence. 

(3) Unemployed—2,237,000 in August, compared 
with 3,347,000 the year before. This is the lowest 
on record since 1953. The number of employed for 
August was 65.5 million, compared with 62.3 million 
the year before. The number of employed is the 
highest recorded for this nation, in war or peace. 

(4) Total new construction in August was at the 
seasonally adjusted rate of close to $42 billion, com- 
pared with $38.4 million the year previous. Con- 
struction is now tapering off slightly, particularly 
housing starts, as a result of higher mortage credits 
in response to government credit policy. However, 
the overall position of construction remains strong, 
aided largely by continued high private capital ex- 
penditures. 

(5) Personal income for July was at the season- 
ally adjusted annual rate of $304.7 billion, compared 
with $286.7 billion the year before. The increase 
of $18 billion in personal income in one year is the 
basic factor in the boom. As long as personal in- 
come remains high, conditions will remain prosper- 
ous, generally speaking. 

(6) Personal savings. During the second quarter, 
savings as a percent of disposable income was 6.2%, 
rising slightly above the 5.9% of the first quarter, 
but considerably below the 7.4% of the second 
quarter of 1954, and far below the 8.3% registered 
in the first quarter of 1954. This remains one of the 
less favorable features of the economic situation, 
especially when connected up with the extraordinary 
rise in consumer credits. 

(7) Cost of credit. Due to restrictive govern- 
ment policies, the cost of credit has been rising, as 
indicated by prime commercial paper rates, now at 
2.500, compared with 1.33% a year ago. 

In general, it can be adduced that the economy is 
at the highest peak in history, not even excluding 
war times. However, government policies with re- 
spect to credit restriction are practically certain to 
slow down the present momentum, probably by the 
end of the year. A mild turn-down in business, 
therefore, can be expected in the early part of 1956. 
Still, aside from the unsatisfactory farm situation, 
no sector of the economy seems threatened and 
total volume of business, for the first-half of 1956, 
though probably slightly under that of the last-half 
of 1955, should be substantial. In other words, a 
genuine and prolonged setback in business does not 
appear likely, so far as can be seen ahead in 1956. 


TRANSPORTATON REFORM ... Hearings are being 
held in Washington on the Cabinet Committee’s Re- 
port on Transportation. This report, issued last 
April after several months of study, proposed that 





and readjust regulation with this in mind. Severa] 
bills were introduced to amend the Interstate Com. 
merce Act in line with the Cabinet Committee’s 
recommendations, and it was on these bills that 
Rep. Oren Harris of Texas, majority member of 
the House Interstate and Foreign Commerce Com.§ 
mittee, held hearings. 

The Cabinet Committee’s principal suggestions 
are that Congress curb the Interstate Commerce) 
Commission’s power to defer the effective date of| 
a rate change almost indefinitely; that the long. 
and-short haul provision of the Interstate Com- 
merce Act be relaxed, and that the ICC be em.- 
powered to order state commissions to allow rail- 
roads to abandon unprofitable individual services. 
Today that power only exists with regard to entire 
divisions. 


5 


Perhaps most important—although it’s hard to S 
change a group’s thinking by legislation—is the ~ 
Cabinet Committee’s suggestion that the ICC be) nation | 
told to stop thinking of itself as a super-manage-| shockin; 
ment, and spending weeks of hearing time deciding} illness, 


what the effect of a given rate, otherwise un-| has alre 
assailable, would be on the affected railroad’s earn-) restored 
ings. The railroads themselves are to have this) cause @ 
management function handed back to them. preciati 

These first hearings are just the beginning. The that, ter 


Cabinet Committee will be kicked back and forth} Settling 
for many a weary month. It is to be hoped that its) @2rupt i 
recommendations will get through as nearly un- of the | 
changed as politics will permit. Competition exists} tive, th 
in transport; it is only fair to cease hampering one} ©'°S, Of 
competitor with the others left comparatively free} ‘tion 
from burdensome restriction. been sd 
strumen 
ing the 
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A PRECAUTION FOR INVESTORS... This is the time 
of the year when investors should be planning 
ahead so that they may obtain the fullest benefit 
from income tax provisions affecting their security 
transactions. If acted on in time, and if used cor- 


rectly, specific features of the federal income tax} i less 
law can permit substantial savings. Obviously, this tensions 
is an opportunity that should not be neglected. altered. 
Since investors have only until the end of the year For | 
to establish gains and losses on which to compute}, ™@ins tl 
their income taxes for 1955, they should prepare} !Spired 
in advance for the necessary decisions concerning Reh 





any security transactions they intend to make be- 
fore the end of the year. This can produce sub- 
stantial tax savings not only on remaining trans- 


years of 
bency, a 


actions for the year, but on others already concluded | “< highh 
in prior months this year. Since tax problems affect-| hi 
s Adr 


ing security transactions are quite often too com- 
plicated for the average investor to solve. it could 
be the better part of wisdom to consult reliable tax 
consultants. It will help, in any case, if records of 
security transactions are kept in impeccable form. 
If this has not already been done, the investors 
should take pains to do so. This could mean the 
saving of substantial sums. But, in any case, the 
investor should go over his 1955 security transac- 
tions carefully to determine his course of action 
for the balance of the year. He owes it to himself 
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the Government recognize the fact that the rail- to take fullest advantage of the savings permitted to ame 
roads’ monopoly of inter-city transport had ended, by income tax law. Furth 
—____—____—§ dent for 
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By JOHN CORDELLI 


THE PRESIDENT’S ILLNESS AND PUBLIC CONFIDENCE 


~ 

Te wave of apprehension which swept the 
nation and, indeed, the entire world, on the first 
shocking news of President Eisenhower’s sudden 
illness, although natural under the circumstances, 
has already ebbed and confidence has largely been 
restored. This is be- 
cause of fuller ap- 
preciation of the fact 
that, temporarily un- 
settling as was the 
abrupt incapacitation 
of the Chief Execu- 
tive, the basic poli- 
cies of his Adminis- 
tration which have 
been so largely in- 
strumental in creat- 
ing the conditions 
under which the na- 
tional economy could 
flourish unhampered 
and which are play- 
ing such a vital part 
in lessening world 
tensions, will not be 
altered. 

For the fact re- 
mains that under the 
inspired leadership 
of the President, in 
the nearly __ three 
years of his incum- 
bency, an enduring climate has been created which 
is highly conducive to a strong and durable busi- 
ness economy. In the comparatively brief period of 
his Administration, the nation has received ample 
proof that our economy need not depend so largely 
on military spending, as was true in the two pre- 
ceding administrations, but rests securely on an 
ever-widening civilian base. This has been made 
possible through sound government fiscal policy 
and excellent administrative performance in an era 
when business and industry urgently required en- 
couragement of this nature in order to facilitate its 
enormous expansion program. That this objective 
could not have been achieved with a similar degree 
of success under an Administration less favorable 
to business need not be said. 

Furthermore, the nation owes much to the Presi- 
dent for his foresight in ensuring, in advance, the 
continuity of his policies through the appointment 
of officials in precise agreement with his aims. By 
OCTOBER 


15, 1985 








“THE WHOLE WORLD LISTENS’”’ 





this fine executive direction, the President made 
certain the machinery of government, on the high- 
est level, would continue to operate smoothly and 
efficiently. We have, of course, had proof of the 
value of this effective leadership in the able team- 
work and cooperation 
of the chief officials 
of the government in 
the brief period that 
has elapsed since the 
President was strick- 
en. 

We venture the be- 
lief that the basic 
economy is so strong 
that even a Demo- 
cratic victory next 
vear, in the likeli- 
hood that the Presi- 
dent cannot run 
again, would not be 
considered essential- 
ly adverse to busi- 
ness though the busi- 
ness community, for 
obvious. reasons, 
would prefer a Re- 
publican victory. 

In any event, we 
are naturally proud 
that our subscribers 
were in a sound po- 
sition when the market reacted so violently to the 
news of the President’s illness. In recent months, in 
particular, we have adhered to a policy of caution 
and any individual recommendations have been 
made on the basis of highest selectivity, a necessary) 
precaution in view of the increasing vulnerability of 
the market, as a whole, and to which we have re- 
peatedly called attention. Thus, our readers were 
fully prepared and not exposed to sudden shock, 
such as caused by the first news from Denver. This 
has not only spared them from losses which are the 
inevitable result of precipitous selling but has helped 
to maintain their psychological equilibrium, an asset 
to be highly prized by investors. 

Our policy has been and continues to be one of 
offering the soundest advice to subscribers in order, 
first, that they may make the most advantageous 
use of their capital and, second, and not less impor- 
tant, to help preserve their capital from unwise and 
unnecessary risk. 


Crawford in the Newark News 


Market Shows Up Weak Points 


This previously over-confident market has now had a definite shock. digestion of which 
probably will take considerable time. \ further downside test is possible. The conserva- 
tive course heretofore advocated here. is to pare speculative positions on rallies. 
hold adequate liquid reserves. and to strengthen portfolios along defensive lines. 


By 


| few, if any, readers need to be 
told in much detail what happened to the stock 
market in the interval since our last previous analy- 
sis was written. It comes down to this primary 
fact: News of the President’s heart impairment 
forced investors and speculators to shift overnight 
from the conviction that he would seek and win 
1956 re-election to the logical assumption that his 
health, age, personal desires and family considera- 
tions will rule out a second term. The political im- 
plications are, of course, obvious. Although it would 
be foolish to attempt any prediction, with the elec- 
tion more than 12 months ahead, certainly no con- 
jectural Republican candidate now in sight can 
approach President Eisenhower in _ vote-getting 


A. T. MILLER 


appeal. Hence, the chances for a Democratic victory 
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reg 


presumably are enhanced. It could result in altera- 


tion of some national policies, change of emphasis 
on others, However, the net result of such a shift, 
especially in long-term perspective, could easily be 
exaggerated in the present environment of increased 
investment hesitation. 

Following the initial sharp and wide break in 
stock prices on Monday, September 26, the market 


staged a substantial, but partial, two-day recovery, | 


which was taken by many as adequate opportunity 
to lighten positions. But Monday of last week the 
Dow industrial average had approximately dupli- 
cated the September 26 closing low, but not the 
latetr session’s intraday low; rails sagged to a new 
closing low for this phase, holding a 
small fraction above the poorest Sep- 





MEASURING MARKET SUPPORT 


THE MARKET 1S A TUG-OF WAR 








CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
THE MAGAZINE OF WALL STREET — 1909 


tember 26 intraday level; and the utility 
average extended its initial break both 
in closing prices and by intraday 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 
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under their August low; the utility aver- 
age broke its August low by a definite, 
even if moderate, margin and almost 
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thinking. 
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There are valid argu- YEARLY RANGE 1945 1954 
ments for holding long- TREND INDICATORS nee Ge 
term investment positions | as. ——e 395 FMEA PRED. ee SoCs 
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Democratic. Born of the great 1929-1932 depression 
and enduring for some years, the myth that the 
Democrats excel Republicans in economic manage- 
ment was shaken by the 1937-1938 Roosevelt depres- 
sion and the 1948-1949 Truman recession, and has 
now been pretty well abolished by the “Eisenhower 
boom” under sensible, middle-road conservative 
policies, with the integrity of the dollar well 
protected. 

There are, of course, differences between the two 
Parties, with the Democrats to the Left of the 
Republicans; but they are more similar than differ- 
ent when economic conditions are satisfactory. To 
a major degree “‘the times make the President and 
the Congress”. As far as one can seen now, there 
is no great change for a full return to the New 
Deal or Fair Deal after 1956. The Right is dead, 
the Left has lost heavily in earlier popularity both 
here and in most major free nations of Europe, the 
Middle Road is the preferred choice. 

With the monetary authorities now not likely to 
stiffen their credit-restriction policy, we foresee 
neither strong medium-term extension of the busi- 
ness boom nor material recession. A 1956 average 
business level about equal to, or possibly slightly 
lower than this vear’s seems likely. Certainly Gov- 
ernment policy will be directed to holding that line. 
Third quarter and fourth quarter earnings reports 
will make generally cheerful reading. The “crop” 
of year-end dividend payments will be the largest 
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Caution And Discrimination In Order 


Despite the supporting factors cited, the market 
cannot be expected to digest the shock it has had 
without taking considerable time in the process. 
The situation would be different if it had come at 
a low or medium-low level of stock prices. Instead, 
it hit a market already made somewhat vulnerable 
by major and protracted advance. Stocks are a bit 
less dear than they were quite recently, but still 
far from cheap on average. In the present environ- 
ment, and probably for some time, we expect stock 
buyers to be more cautious and conservative than 
heretofore; and to appraise individual stock values 
with increased realism. Of course, they should have 
done so before this, in line with the advice we have 
for some time offered here. Those who have followed 
our advice to strengthen quality of portfolios and 
hold adequate cash reserves are in a sound position 
now. 

In the case of others, we say better late than never. 
Pare down speculative positions on rallies. Sell any 
inferior stock you hold. “Trade up” in general com- 
position of portfolios. Build up the proportion of 
funds in bonds, preferred stocks and high-grade 
income equities. Avoid premium-priced “growth 
stocks”, where the premium is excessive. There will 
be time lated to resume the search for capital-gain 
opportunities. —Monday,. October 10. 
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i Americans realize to what extent they 
are inevitably caught up in the currents of world 
trade and, in particular, the extent to which they 
are depended on to help out European economies 
whenever the latter show signs of faltering. The 
nations of Western Europe expect us to cut tariffs: 
to supply a huge and increasing volume of dollars 
through tourist traffic; through direct or indirect 
grants-in-aid; through direct military assistance, 
and, even, to modify our monetary policies in their 
favor. Yet there is very little real reciprocity on 
their part. In fact, as is now becoming more evi- 
dent, some nations of Western Europe will not hesi- 
tate to demand more aid from us to avert what 
seems to be the consequences of a rising inflationary 
spiral in most of these countries. At the same time, 
they are redoubling their efforts to undercut us 
wherever they can, in our home markets as well 
as abroad. These unwelcome tendencies are the re- 
sult of unbalanced economies arising from excessive 
home consumption in relation to production and, 
in part, to inadequate government policies which 
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How much longer 


SHOULD U.S.A. 


SUPPORT 
EUROPE'S TRADE 


needs and 
AMBITIONS 


By JAMES HASKELL 


ure failing from lack of foresight by the adminis- 


trators. 


It has been habitual with Americans to believe 
that since U. S. foreign activities amount to only 
roughly 10% of our total national product, they are 
for that reason not too important in the national 
scheme of things. While it is true that our economy 
is to a preponderant extent based on the home 
market, it is a mistake to dismiss the foreign end 
of our economy as of not too much consequence. A 
few figures will illustrate the point. Thus, U. S. 
foreign activities of all sorts—including grants-in- 
aid, technical assistance, either direct or through 
the United Nations, military aid and, of course, our 
exports-imports—reached a total of $37 billion in 
1955. This is the highest in history. As a matter 
of fact, it is larger than our gross farm income 
($33 billion), expenditures for new plant and 
equipment ($28 billion) and looms quite respectably 
when even compared with the colossal figure of $42 
billion for this year’s construction in the U. S. 
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It is significant that 34 agencies of the Federal 
government are directly or indirectly engaged in 
activities relating to foreign aid. At the end of the 
June fiscal year, there were 115,000 persons em- 
ployed by the U. S. government in foreign work 
and three quarters of this number were foreigners, 
paid by the U. S. Treasury. Most of these indivi- 
duals were retained by our Defense Department and 
it is worthy of note that the dollars paid to them 
for services rendered were a material aid to the 
economy of the respective countries. This, of course, 
does not include the vast sums spent directly by our 
military establishments abroad. 
Extent of Our Foreign Aid 

Total U. S. aid—military and economic—from 
1946 to the end of fiscal 1955 was represented by the 
staggering sum of over $50 billion, with an outlay 
of another $4.7 billion by the end of fiscal 1956. 
These are actual expenditures, according to the 
Hoover Commission report, and do not include exist- 
ing commitments. Furthermore, there are available 
about $8 billion in unexpended balances for foreign 
aid. 

The above makes a significant background to the 
efforts by foreign nation beneficiaries of our aid to 
break down our tariff barriers for they are virtually 
in the position of demanding the maximum possible 
in aid from the United States, at the same time 
exerting pressure on us in order to compete with 
us On an increasing scale in our own domestic mar- 
kets. Additionally, a number of foreign nations has 
not hesitated to establish quotas and other restric- 
tive trade practices which is part of a growing 
general tendency toward self-sufficiency on the part 
of the nations concerned. It was this sort of thing 
which in the 1930’s led to economic straitjackets 
in Europe and which finally led to war, as trade 
rivalry grew in intensity. 

Under the Reciprocal Trade Agreements Act, 
which was enacted last June, the President is now 
given authority to reduce tariffs on a majority of 
dutiable items at a rate of 5% annually for a period 
of three years. It is possible that some $2 billion 
in imports are involved. In any case, early next year 
the United States government will sit down in 
Geneva with representatives of 25 nations in an 
attempt to bargain for reciprocal concessions. Based 
on the outcry abroad when duties on such items as 
bicycles and Swiss watch movements were raised, 
we should not expect any unusual concessions from 
these foreign nations, despite the fact that Ameri- 
can duties are among the lowest of any nation and 
will be lower after the President acts in accordance 
with the permissive provisions in the recent revision 
of the Recipcrocal Trade Act. As a matter of fact, 
officials of the U. S. government are already busily 
at work trying to work out the basis of concessions 
to nations which have recently been affected by a 
hike in American duties on specific items. It is thus 
apparent that we will probably have to give away 
much more than we get, which is the customary 
position for the United States. 

As to the question whether the United States 
should continue to support European trade needs, 
it is of the greatest pertinence to note that, despite 
a rise in both our exports and imports, in the first 
six months of this year, foreign countries continued 
to increase their gold and dollar holdings at a re- 
markably rapid pace. (Please turn to 102) 
OCTOBER 
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ite surreptitiously, we apparently have a 
new inventory situation on our hands that is on the 
verge of becoming topheavy. This does not apply 
to all industries or to all types of business but to 
enough of them to make a difference. In any case, 
certain assumptions with respect to inventories 
which, up to recently, have been held valid, must 
now be re-examined in the light of changing con- 
ditions. 

The business inventory situation, to which few 
are paying much attention at present, well may be- 
come an important factor in the economic picture 
before many months have passed. 

Since a year ago, when inventories bottomed out 
us an aftermath of the 1954 “recession”, the total 
reported value of inventories—on a seasonally ad- 
justed basis—has increased by approximately $3 
billion. It has been contended frequently that this 
increase in stocks in the hands of mantifacturers, 
wholesalers, and retailers is no cause for concern, 
since larger stocks are needed to meet the current 
high levels of business activity. 

Admittedly, there is a considerable amount of 
truth in this contention. Nevertheless, experience 
has taught us never to be complacent over “favor- 
able” inventory-sales ratios when stocks of goods 
have been rising for any length of time. 

Rise in Industries Understated 

For one thing, and this is an important factor 

overlooked by the majority of business men and 
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LATEST 
INVENTORY 


BUILDUP 


Where Sound — 


Where Speculative 


By L. A. LUKENS 


investors, the monthly business inventory 
data as reported by the Department of Com- 
merce tend to understate the extent of the 
rise in recent months. Inventories are re- 
ported in “book value”. Firms using the 
LIFO method of accounting report a constant 
value for their inventories, month after 
month. 

This works both ways, of course. On the 
decline in business inventories from Septem- 
ber, 1953, until late last year, the Depart 
ment of Commerce data undoubtedly underestimated 
the extent of the decline. 

This would indicate that the actual increase in 
business inventories since the low of about a year 
ago has been something greater than the $3 billion 
dollarv figure indicated by Department of Commerce 
data. 

In addition, there is a tendency—so it is under 
stood—for some business firms to under-report to 
the Department of Commerce during periods when 
their stocks are rising. There is a tendency to 
“squirrel away” stocks of the scarcer materials and 
say nothing about it to anyone, least of all a gov- 
ernment agency. Nor can the human factor be ig 
nored when stocks of finished products have ac 
cumulated to a somewhat greater extent than some 
business men deem advisable to admit. 

Quite apparently, Department of Commerce in- 
ventory data—which are the only comprehensive 
data available—are of value in showing the direc- 
tion of the trend although they fall considerably 
short in showing the actual levels of inventories. 

Unfortunately, also, the published data fall short 
from the standpoint of timeliness. Customarily, five 
to six weeks elapse between the end of a month and 
the issuance of the data showing the inventories 
(and sales) for that month. There probably is no 
way to overcome this lag, without adding greatly 
to the expense of collecting and compiling the 
data, but it is advisable to remember that the scene 
can shift rather quickly in an economy as dynamic 
as ours. Of necessity, we are forced to use data that 
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are “historical”. 

So-called favorable inventory-sales ratios can 
change rather rapidly, we have found, when busi- 
ness starts to slow down, even though the slowing 
of activity may be very gradual. 

For, the uptrend in inventories does not halt when 
sales volume begins to falter. In 1953, for example, 
business sales (manufactureres’, wholesalers’, and 
retailers’) topped out in April but inventories con- 
tinued to rise until the end of September, five 


months later. 
Factors to Consider 


This lag in inventories is due to several factors. 
For many items, orders must be placed months in 
advance, and larger than desired shipments continue 
to come through from suppliers for months after 
sales volume has turned down and before the re- 
duced volume of new orders is reflected by smaller 
receipts. Furthermore, manufacturers do not cut 
back their production on the first sign of any slow- 
ing down in sales, nor could they do so even if they 
desired since in many instances considerable 
time elapses between the putting of materials into 
process and the completion of the finished products. 

In addition to all this, there is the human ten- 
dency to believe that any slowdown in sales volume 
or in new orders is only temporary and that busi- 
ness will pick up again before long. It is only na- 
tural, when business has been very good for a long 
time, for people to become overoptimistic on the 
future and to find it hard to believe that a definite 
turn has come. 

It is easy to understand, in the light of the above, 
how inventories that may appear to look “reason- 
able’—-when business is rising—can begin to look 
“troublesome” within a comparatively short time 
after sales volume has slackened. 

Business volume this year has far exceeded even 
the most optimistic forecasts made a year ago. The 
public has been in an extremely free spending mood, 
and has used credit freely in addition to its all-time 
high income. Very few business men planned for 
the high level demands upon them, and a consider- 
able volume of sales is understood to have been 
“lost” because of inadequate stocks. 

Nothing irks a business man more than to be 
forced to turn away a potential customer, with 
money in his hand, owing to inadequate inventory. 
There is considerable disagreement as to whether 
the potential customer actually goes unsatisfied. He 
may turn to other suppliers, to a number of them 
before he finds what he wants. A consumer, after 
shopping around a bit, may decide to spend his 
money on something else than originally intended. 
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Less Conservatism in Inventory Build-Up 


The natural reaction of a business man to a “lost” 
sale is to order more freely to assure that it does not 
happen again. Whenever potential customers are 
forced to do any considerable amount of shopping 
about in an effort to find desired items that nor- 
mally would be readily available, they inevitably 
create the impression of a greater demand than 
actually exists. And, almost as inevitably, business 
men tend to place more orders with their suppliers 
than are warranted by the actual volume of demand. 

The unexpectedly high level of demand this year, 
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and particularly during the past few months when 
it had been expected that sales volume might fall off 
from that recorded early in the vear, has tended to 
erase from the minds of many business men the 
feeling of underlying caution with which they 
started the year. 

Recent rises in new orders, as reported by a num- 
ber of industrial organizations, suggest that a con- 
siderable number of business men now may be 
throwing caution completely to the winds. In nu 
merous instances, so it is reported, orders have been 
placed for first quarter, 1956, delivery and even 
beyond where the normal custom is to buy only a 
few months ahead. Talk of higher prices to come on 
certain lines undoubtedly has been a factor of some 
importance in this recent trend towards what ap- 
pears to be unsually distant coverage, but this does 
not appear to have been the ruling factor. 

Extensive forward coverage can be contagious. 
once it gets under way. Purchasing agents, fearing 
shortages of goods if they delay too long in placing 
their orders, cover further ahead than they would 
normally. Enough of this and the semblance of fu 
ture shortages is created. 

In periods such as the present, when consumer 
demand appears to be all but insatiable and when 
many manufacturers are finding it difficult to turn 
out sufficient goods to meet the demand, some manu- 
facturers try to hold their customers by “allocating” 
goods, i.e., shipping part of an order and back 
ordering the unfilled balance. Wholesalers and re 
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tailers quickly discover that, in order to assure cur- 
rently the delivery of suffiicent merchandise, they 
must increase the size of their orders. 

Business men are aware that over-ordering and 
extensive forward coverage eventually may catch 
up with them, but they are not inclined to be par- 
ticularly concerned about it at the moment. The 
money is rolling in too fast for them to be disturbed 
about what may happen at some remote date. 

The majority of business men, to be sure, are 
level headed and have sufficient long range experi- 
ence in the ups and downs of our economy not to 
lose their sense of proportion. It should be remem- 
bered, however, that a minority, with less sense of 
balance, can touch off trends that may disturb our 
entire business structure eventually. 

There is considerable evidence to indicate that 
business inventories during the months ahead will 
rise more rapidly than during recent months. Manu- 
facturing activity now is at record high levels, and 
the volume of goods moving into distribution chan- 
nels is tremendous. There even are indications that 
a few of the scarcer materials will be in somewhat 
more plentiful supply before long. This suggests 
that those manufacturers who have been plagued 
with shortages of these materials will be able to 
step up their production of goods, with the flow to 
distributors increased accordingly. 

However, there is little likelihood in the very 
near future of any particular amount of what is 
politely termed “inventory congestion”. Looking 
ahead, on the other hand, there appears to be less 
basis for complete optimism over the inventory 
situation. 

Consumers have been buying “like crazy” this 
year. As a matter of fact, consumer buying during 
the “recession” of 1954 did not slow down to any 
great extent. Thus, last year many companies bought 
paper on a hand-to-mouth basis, while consumer 
purchases remained at relatively high levels. The 
result is that many companies today are clamoring 
for immediate delivery (it’s impossible) at the new, 
high prices. For most firms, their paper inventories 
are normal now, thanks to stepped-up buying earlier 
this year. However, companies that use newsprint 
probably wish their inventories were more substan- 
tia: as price rises here impend. Probably the best 
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known case of excessive inventories is in the auto- 


motive field, where inventories in the hands of 
dealers this summer reached an all-time high. These 
inventories are being slashed this fall by cutting 
prices to a point where profits either are negligible 
or non-existent. Speculative inventories of metals, 
including the non-ferrous type, are quite common. 
They are designed to assure a ready supply of 
needed materials and to beat new price rises and/or 
shortages. 

The big gap in our knowledge of the inventory 
position is the stocks of goods — with varying 
lengths of use remaining—in the hands of consum- 
ers. This year, it would appear, stocks of such goods 
in the hands of consumers have risen. 

There is no doubt that, if it so desired, a large 
body of the consuming public could step out of the 
market for many types of goods for months to come. 
During World War II, the ability of the public to 
live on its supplies of goods, no longer produced by 
reason of military necessity, was truly astonishing. 
And, at the beginning of World War II, the public 
was nowhere near so well supplied as at present. 

The buying public, as every business man knows, 
is fickle and largely unpredictable. It would be fool- 
ish to presume that, after years of a buying splurge, 
the consumer suddenly will put on a cloak of aus- 
terity. 


Anticipating Future Needs 


We have absolutely no assurance, however, re- 
gardless of what the economists may tell us, that 
numerous consumers—enough to make a consider- 
able difference—will not decide to pull in their 
horns a little in 1956. The desire to catch up a little 
on installment payments before plunging ahead 
again, the tightening of consumer credit resistance 
to price markups, the uncertainties of a national 
election year, or some other cautioning influences in- 
cluding further declines in securities values, could 
result in a contraction in consumer spending. On 
the other hand, consumers may continue to spend as 
freely as this year, if not more freely. 

The very unpredictability of consumer attitudes, 
coupled with the indications that a considerable 
number of business men have abandoned or all but 
abandoned their earlier caution with respect to in- 
ventory accumulation, suggests that we may be 
skating on thinner ice than we think. 

To no inconsiderable extent, the consumer holds 
the key to the current situation. According to the 
current popular economic thinking, it is frequently 
maintained that business activity will remain high 
because consumer spending is high and, in the next 
breath, that consumer income and consumer spend- 
ing will remain high because business activity is 
high. 

The relationship between consumer income and 
consumer spending is not sufficiently rigid to assure 
that consumer spending in 1956 will continue at 
1955 levels even if consumer income is maintained 
or even rises a little. Consumers increased their in- 
debtedness this year, and may or may not do so 
again next year. 

Under the circumstances, it would appear that 
there is justification for more consideration of the 
overall inventory picture and its potentialities than 
has been the case of late. —END 
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By WARD GATES 





SY, a year of unprecedented business pros- 
perity, the task of citing companies that may be 
expected to increase their dividend rate or disburse 
an extra between now and the Yuletide season is 
far more onerous than would appear. The chore is 
made exceedingly painstaking because innumerable 
companies were satisfied long before the final quar- 
ter that this would be a banner year and directors 
therefore set about declaring increased dividends, 
voting extras and proposing stock splits that usu- 
ally meant richer dividend rewards. Nor, amid the 
record outpouring of dividend declarations that is 
anticipated, can we rule out the possibility that 
many of these companies which have already raised 
dividends in one way or another will have additional 
good news for their shareholders before the current 
calendar is discarded. 

We must beg license to include as yearend boosts 
many payouts that will not go into the mails until 
the early days of 1956, for many corporations will 
be thinking in terms of the “tax bite,” which con- 
ceivably could be less sharp next year. At the very 
least, the companies will earn the gratitude of 
stockholders, who will not have to pay taxes on such 
income until 1957. 


A Basic Change in Dividends 


Weighing dividend action nowadays is a far cry 
from the sort of task it entailed years ago, when the 
custom was to pay regular dividends and increase 
the rate as business prospects warranted. We have 
moved into an era where the extra dividend, the 
special payment, the stock split, the cash plus extra, 
the stock extra, salable rights, payment in pre- 
ferred and other forms of stockholder reward have 
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CANDIDATES 


for Year-End and 


EXTRA DIVIDENDS 


become the rule. For the purposes of this article, 
we have lumped together yearend extras and divi- 
dend boosts. Many companies have paid the extra, 
of like or varying amounts year after year, while 
others have displayed less consistency. The extra 
dividend, in the calculations of stockholders, is less 
desirable than the increased rate. Extra dividends 
connote to investors a reluctance on the part of the 
company to commit itself to repeating the action. 
Few people, including the directors, would quarrel 
with this interpretation. 

We have cited stock splits in the foregoing so as 
to provide a rounded picture. However, that sub- 
ject was dealt with at length in “Stock Split Can- 
didates” in the Magazine issue of October 1. 

At all events, the enormity of the undertaking 
here is attested by the dividend record of 1954, a 
year of recession for hundreds of companies and 
whole industries. Yet it was a year in which 417 com- 
panies with shares listed on the New York Stock 
Exchange boosted their cash dividend payments to 
common stockholders above 1953. That the 1954 
figure will be surpassed in this year of toppled busi- 
ness records is a foregone conclusion. It is only a 
question of degree. During the first six months of 
this year, companies listed on that exchange paid 
common stockholders a total of $3,278,851,290 in 
cash dividends. This compares with $2,990,307,980 
received by holders of the same securities in the cor- 
responding period of 1954. The total for the first 
half of this year represented a record for the first 
six months of any year, an increase of 9.6% over 
the like 1954 period, the thirteenth consecutive time 
in which payments for the first half of a calendar 
year reached a new high and the first time in his- 
tory that the $3 billion mark was reached in the 
first six months. 

It would be a mistake, however, to suppose that 
the pattern of gains that characterized the first six 
months of this year will be repeated in the weeks 
ahead. Thus, the largest gains over the first six 
months of 1954 were registered by the aircraft in- 
dustry, a jump of 41.2% in payouts. In the new 
atmosphere of relaxed foreign tensions, the urgency 
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of armament procurement has been lessened and 
there is slight prospect of a step-up in orders, hence 
the cream would seem to be off the top for 1955 in 
the matter of dividend increases by the aircrafts. 
Stockholders of these equities probably will be satis- 
fied to see dividends retained around present levels 
over the near term. Such prospects, at least, ad- 
mittedly are bright, since deliveries by the industry 
on Air Force contracts probably will amount to 
about $6.6 billion this year, compared with $6.2 
billion in 1954, and chances are deliveries will 
continue to rise over the next few years. Neverthe- 
less, concern over cutbacks in aircraft procurement 
is certain to make directors look to their reserves. 


Good Year for Paper 


The paper and pulp field has a somewhat different 
aspect. Roughly, a score of companies in that in- 
dustry already has been more generous with stock- 
holders this year. And there is considerable ex- 
pectation that the record rate of operations that has 
characterized this field will lead to more dividend 
boosts and extras in the closing weeks of 1955. Of 
course, the golden flow could be hampered by the 
need of many companies in the paper business to 
hold onto cash reserves for capital improvements 
and acquisitions. There has been a widespread ten- 
dency in the industry, of late, to expand and acquire. 

A somewhat similar situation is posed by the rub- 
ber industry, which is enjoying an unprecedented 
upsurge. Rubber consumption (thanks to booming 
automotive production) should set a new annual 
high, surpassing by some 7% the previous peak, 
reached in 1953. Like the papers, however, many 
rubber companies already have voted dividend boosts 
and splits this year. Yet even with the more gener- 
ous treatment of stockholders, the payout in a num- 
ber of instances is so conservative and the business 
outlook (aided by diversification into chemicals, 
plastics, textiles and other fields) so bright that the 
closing weeks of the year may be expected to pro- 
duce additional good news for shareholders of these 
equities. 

The steel industry, as another example, is rack- 
ing up record earnings. About one-third of the steel 
and iron companies listed on the Big Board upped 
their dividends in the first half, but their ability to 
obtain price increases for their products in recent 
months and the insatiable demand for their output 
presages record dividend totals for the group (for 
the year as a whole). Indications are that few in- 
dustries will do better by their stockholders in the 
weeks ahead. There is a strong likelihood that the 
giants of this industry, which have been a dis- 
appointment from the dividend standpoint thus far 
in 1955, will swell the total in the final quarter. Like 
the paper industry, however, the industry requires 
sizable sums to expand and modernize plant, a con- 
sideration that may result in extra payouts some- 
what below general expectations. 

Yet another field that has filled shareholders with 
high hopes is merchandising. The stores, with few 
exceptions, are doing a brisk business. But the na- 
ture of the business, with its heavy emphasis on 
Christmas selling, is not conducive to declaring in- 
creased dividends and extras in the fall. Directors 
have a better vantage point of dividend possibilities 
after the first of the year, when all returns are in 
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and sizable inventories converted to cash. While a 
few already have weighed in with dividend in- 
creases, extras and splits, the majority may be ex. 
pected to wait until the new year. Incidentally, 
many of the stores are on a January 31 year. If 
we may be permitted to lump these with the groups 
that may be expected to act before the end of the 
calendar year, it would appear that the over-all 
bonanza is going to be swelled considerably. Divi- 
dends by the merchandisers have, until now, been 
on the ultra-conservative side. This has been due to 
working-capital needs, which have grown substan- 
tially. A number has had recourse to sale of stock to 
provide additional equity capital or borrowing to 
carry on vast expansion programs, entailing the 
erection of branch stores. Nevertheless, the record 
volume of business that is in prospect for Christmas 
along with the generally favorable volume attained 
should lead to some pleasant surprises for the own- 
ers of these shares. 


Mixed Motor Outlook 


The investor, of course, must be wary in thinking 
in terms of industries, not only in the matter of in- 


vestment but in assaying dividend outlook. The auto- § 


motive industry is a striking illustration of the 
fact that there can be famine in the midst of feast- 


ing. Thus, the giants of the industry are enjoying ff 


a banner year. One of these (General Motors) al- 
ready has raised the dividend and split the stock, 
while another (Chrysler) is a prime candidate for 
an increase. Meanwhile, the independents of this 


industry, which still find the going rough, are not f 


even on a dividend basis and there is little prospect 
that they will be in the foreseeable future. 

Of course, the automotive industry is an extreme 
case, but interesting examples are to be found in 
other industries. In the booming paper industry, 
for instance, the ability of many producers to com- 
pensate for cost increases (and then some) did not 
aid makers of paper cups and allied products, who 
must pay the increased costs laid down by suppliers 
of the basic item. Profit margins of such companies 
have been affected adversely by these increased 
costs although, like just about every other company 
in their industry, they have been subjected to higher 
wage costs. The difference is that the others passed 
along the costs and they had to absorb them to a 
varying degree. 


Textile Situation Brighter 


We have said that it would be a mistake to expect 
the pattern of the first six months to be repeated 
in the closing weeks of the year. The investor would 
be equally mistaken to draw his conclusions from 
the experience of 1954. For it is a fact that the for- 
tunes of many companies and industries have been 
altered by the year now passing into history. Thus, 
the building industry, which boomed last year and 
is still strong, includes a wide variety of companies 
that have sustained a shrinkage in the profit margin 
rising costs. Automotive suppliers, on the other 
hand, are enjoying considerably better business, 
in 1955, the outgrowth of keener competition and 
due to the resurgence of important customers. 

The textile industry is another case in point. Last 
year many companies in that field were sorely press- 
ed. Profit margins (Please turn to page 102) 
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Special Special 
Cash Div Cash Div 
Paid 1954 Price Range Recent Paid 1954 Price Range Recent 
Year End* 1954-55 Price Year End* 1954-55 Price 
Allied Chemical & Dye .... $ .15 1223%4- 72% 109 Lone Star Cement .. .60 69%4- 28% 65 
Amerada Pete . .50 115 - 83 92 Maytag Co. 40 35\4- 17% 32 
American Chain & Cable** 50 46%- 27% 44 McGraw Elec. . 50 58 - 34% 48 
American Chicle 50 71%- 48% 64 Mesta Machine 50 52\%4- 28% 47 
American Home Products 60 83 - 44'2 80 Minn. Honeywell Reg. 5 70 - 33% 59 
American Metal, Ltd. .65 68%4- 1958 60 Montgomery Ward & Co. 1.75 93%- 56 90 
American Sugar 50 88'2- 50 84 Mueller Brass** .30 42%- 23 33 
Armstrong Cork ... -33" 35'4- 19 29 Murphy (G. C.) Co. .. 50 47%- 39% 42 
Atchison Top. & Santa Fe 2.00 151 - 92% 139 National Sugar 50 42\2- 26% 36 
Atlantic Coast Line 333 59'2- 2834 46 National Supply 50 48\- 24% 45 
Beatrice Foods .... 25 57 - 40% 52 Otis Elevator 50 74%- 44% 69 
Bendix Aviation** 50 59'2- 30 49 Penn-Dixie Cement 25 38 - 12% 34 
Borg-Warner ............... .33'3 48\4- 24% 43 Penney, J. C. ... 1.35 105 - 73% 101 
Canada Dry Ginger Ale 10 16%- 12% 15 Pepsi-Cola ; 5 24%- 13% 21 
C.1.T. Financial 25 50%s- 28% 46 Pfizer, Chas. & Co. 35 50 - 30% 4. | 
Cities Service Co. 40 62%- 31% 58 Phelps Dodge . 40 64%4- 30% 56 
Coca-Cola ......... = 1.00 145 -107% 128 Pullman Co.** 1.00 73%- 402 64 
Colgate-Palmolive** 50 62%- 38% 55 Pure Oil 50 41'2- 23% 36 
Corn Products .08 30%4- 23 27 Radio Corp. of Amer. 35 55%*- 22'2 46 
Cutler-Hammer 1.00 79 - 39 68 Raybestos-Manhattan 1.50 57%- 37 57 
Douglas Aircraft** 1.08 94 ~- 26% 69 Richfield Oil .. 50 79\4~- 482 7 | 
eee 2.50 24934-104\5 224 Ruberoid Co. 30 50'%2- 272 39 
Eagle-Picher 30 39'2- 18% 37 Simmons Co. 1.00 49%- 29% 45 | 
Eastman Kodak .20 87 - 46% 81 Socony-Mobiloil 25 63\4- 35% 59 
| Eaton Mfg. 50 55%- 37% 54 Squere “D” 50 52 - 24% 44 
Ex-Cell-O 50 58%- 223s 54 Sterling Drug 25 54%- 36's 52 
| Firestone Tire & Rubber 37'2 82'4- 312 77 Texas Company . 75 114 ~ 57'2 109 
| Flintkote } .50 46'2- 25'2 39 Texes Gulf Sulphur 25 447s- 26's 40 
| General Amer. Transp. 25 69\4- 38 64 Union Bag & Paper 50 103'2- 43% 98 OC 
General Portland Cement 50 57%2- 24% 53 Union Pacific 2.00 178 -105\% 167, 
General Railway Signal 50 6234- 25% 57 U. S. Gypsum 4.00 335 -114%2 302 | 
Great Northern Paper .60 92\4- 54 85 U. S. Pipe & Fdry. 1.00 110'%4- 3612 99 
Ingersoll Rand 50 63\4- 3248 58 Victor Chemical Works 0S 37%s- 267% 32 
Inland Steel 75 91%4- 40% 85 Warner-Lambert .30 39%- 17 36 
International Nickel 90 8752- 347% 81 Westinghouse Electric** 50 83'4- 50's 61 
Jewell Tea .20 59 - 35'2 54 Woodward Iran 50 118 - 39% 108 
Johns-Manville 1.25 97 - 6134 84 Worthington Corp.** 50 59%2- 30% 47 
| Kroger Co.** .20 5234- 39% 42 Wrigley (Wm.) Jr., & Co. 50 103'2- 77 97 
| Life Savers 50 62'2- 36% 58 Young (L. A.) Spring & Wire** 25 32%2- 20 26 
| Liggett & Myers 1.00 72%4- 56 71 Youngstown Sheet & Tube 75 108'4- 38 99 
New Candidates for Year-End Special Dividends | 
Estimated Estimated 
Dw Div Price Range Recent Div Div Price Range Recent | 
1954 1955 1954-55 Price 1954 1955 1954-55 Price | 
Allied Stores ... $3.00 $ 3.25 633%4- 37% 58 General Tire & Rubber 2.00 2.50 65'2- 29% 60 
American Airlines .60 85 29%8- 11% 23 Goodrich (B. F.) Co. .. 1.60 2.00 78\2- 3812 74 
American Cyanamid 2.00 2.25 6334- 4358 57 Goodyear Tire & Rubber. 1.62'2 2.00 66'4- 26% 61 
American Gas & Elec. ... 1.68 1.80 49'2- 33% 44 ilinois Central 2.50 3.00 68%- 37% 63 
ee re lo, International Paper 300° 325 117% 55 os 
iain On 3.00 3.50 83 - 29's 71 Kansas City Southern 3.00 3.50 847%- 38% 75 
Armco Steel 1.50 1.80 50%- 16% 46'2 National Dairy 1.55 1.75 44%4- 31% 39 
Atlas Powder 2.00 2.25 63'2- 34% 57 Notional Steel . 3.00 3.50 77\2- 46 70 
ee & — on oe wd . _ B. Rayonier ....... 70 1.10 41% 10% = 35 
nae r% ae Corp. 112%! 2.00! 59-20% 53 Pann Te SS See 
Chicago R. |. & Pacific... 5.00 5.50 101% 62% 87 Senderd GS 0. J. S| SS ens 
Chrysler rials 4.50 5.00 99% - 56% 9% Timken Roller Bearing 3.00 3.50 6834- 36's 64 
Clark Equipment ............ 3.00 3.50 81 - 33% 75 U. S. Steel . 1.50 2.50 62%4- 192 58 
Climax Molybdenum 3.00 3.50 8034- 37 62 Visking Corp. 2.00 2.50 122 - 57 WI 
*—Adjusted. Plus stock. 
_ **—Indicates uncertain outlook for extra: all others favorable. 
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Return of ‘‘Alien Property’’ 





Debated 


By “VERITAS” 


ILLEGAL sale, purchase or use of the GI right to 
Veterans Administration guaranteed mortgage 1s 
turning up evidences of amazing financial manipula- 
tions. A House Committee is probing cases where 
war vets have obtained GI home loans without 





WASHINGTON SEES: 


The President's illness has placed in perspective 
some important matters that have been blurry, 
one of them being the precise position on “the 
team” played by two men: Vice President Richard 
Nixon, and Sherman Adams. 


The President's decision and it was his - 
that Adams, “The Assistant President,” fly to 
Denver and take over, came at a time when 
Administration’s legal and political lights had 
been weighing the wisdom of giving Nixon Presi- 
dential prerogatives. That would have made him 
acting President and working chief of the Execu- 
tive team. The decision was no. By designating 
Adams as Ike’s immediate contact with his job and 
responsibilities, the President took a step that re- 
moves Nixon farther from the Executive top rank. 
It could have deadening impact on the Calli- 
fornian’s political future. 


Nixon now is free to continue the things he has 
been doing. Apart from the job of presiding officer 
of a Senate currently in recess, he is still chief 
spokesman for the White House on party policy 
affecting political action, plus trouble shooter on 
an international level. But General Eisenhower has 
made it emphatically clear that in the job of the 
Presidency Adams, not Nixon, is No. 2 man. 
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intending to occupy the premises; then they tur 
over the loan to third persons who were hidder 
parties right along. Penalties are severe—civil and 
criminal. The veteran guilty of abusing this forn 
of assistance stands to lose all pension and other 
VA rights. In all cases so far unearthed, the lending 
agency had no knowledge of the plot. 


SENATE resentment at the suggestion that it is to 
deliberate—and slow— is being answered with wav- 
ing of statistics (also useful if a campaign charg 
of foot-dragging is raised). The session ended this 
summer saw the Senate enact 1325 bills, compared 
to 848 in last year’s meeting; it acted on 77 of the 
147 propositions Ike sent up; it closed the year with 
only 22 measures on the calendar and ready for 
action; the President found only 11 objectionable 
to the veto point. On foreign relations, bi-partisar 
support was available; on domestic matters, more 
partisanship. 


RESTORATION of seized alien properties to pre-war 
owners is coming up again next year. The subject 
has been before Congress informally since right 
after the war, and the idea of return was formalized 
in legislation last year. The White House prefers 
strict limitations with a possible top of $10,000 t 


any single claimant. But big holders, especially 


those in the military-serving industries, want their 
full production potential restored. They say it’s 
essential to European defense. But a Nation twic 
burned by a strong Germany will move slowly. 


MOTOR VEHICLE registrations continue to gain and 
are expected to reach 61,301,000 for 1955, says the 
Department of Commerce in a report which under- 
scores the need for a highway bill in the next ses- 
sion. Passenger cars will total 50,954,000, a 5.1 per- 
cent gain over last year. Trucks and buses are ex- 
pected to number 10,347,000, a 2.8 percent advance. 
States will show greatest increases in this order 
Florida, Texas, Alabama, California, Georgia, 
Louisiana, North Carolina. 
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Evidence is growing that the democratic party 
planners intend to build public power to a major cam- 
paign issue. Attack on the Hoover Commission report 

by means of Congressional hearings will lay the ground- 

4 e work: committeemen and staffs friendly to public owner- 

ship can be extremely helpful. Attack on Interior 
Department "partnership" policies and Interior-REA 

relationships invite critical examination, the demmies 
Go To believe. The broad-front offensive by the O'Mahoney 

subcomittee against private utilities and some federal 
agencies should be watched for tell-tale signs of 
hidden objectives. 

































































Press 


The field is a large one. Dixon-Yates always 
will be the pivot. It was the most publicized and it 
resulted in what always will be pictured as an Adminis- 
tration retreat. But it isn't _the only peg on which 
a campaign issue can be fixed. The Federal Power Com- 
mission will be brought in later with the Hells Canyon 
license and some other actions under scrutiny. Merger of Puget Sound Power & Light 
with Washington Water Power is regarded by the anti-Administration forces as a big 
one that got away: it stymied further expansion of public power in the area. 




















den Not all the activity is confined to Capitol Hill. The CIO seems to 

indy sense public vs. private ownership as a fruitful issue with local implications. 

rn For the past several weeks it has first been nibbling, then slamming on Dixon-Yates, 
Hells Canyon, and Niagara power developments. Threats to go to the public with 

the whole power issue are simply publicity devices but they're being made by 
Senators Kefauver and Gore and echoed by Stephen Mitchell and Harry S. Truman, 

tor and have a color of genuineness. Bills by the dozen are in preparation, ranging 

ay: from codification of public power policy to impeachment of FPC Chairman Kuykendall. 
ree 
his It's already certain that the issue will be fully aired in Congress 























te after the First of the Year. There will be renewed effort to pass the Lehman 

ith Niagara bill to oust private power from the Falls development program. The Hells 

for Canyon fight will be resumed with federal authorization sought, the already- 

le, issued license notwithstanding. But the trump card in the hands of the democrats is 


sal a resolution for sweeping investigation of the electric utility industry lobby in 
re Washington. In that connection, the Hoover task committee which prepared a favor- 











——. —- Se 


oct Now, more than ever, the democrats must be sensitive to any rebound 

rht from criticism of the Administration. The campaign chiefs of the party long ago 

ed learned that criticism of President Eisenhower was dangerous. Just before Ike 

T's became ill there was a flurry of direct attacks, mostly led by Governor Leader in 
speeches which were written for Harry Truman to deliver. To voice the direct 
criticism was _a calculated risk and the results were mostly on the minus side. Now, 
pe) the campaign strategists must plan everything with tender regard for the President 
and_ the Nation's dedication to the mission of restoring him to complete health. 



































The power issue is safe, if ancient. It is played according to the 

ndj S¢eript written 25 years ago when the Federal Trade Commission was conducting public 
hef utility hearings. Such an issue brings no new targets into the line of fire and, 

r- with the exception of a hopped-up, partisan recital of Dixon-Yates there is nothing 
sf} new that can be said. But it can be better dramatized than farm prices, and with 
r- broader impact. It has to do since peace and prosperity are on the side of the GOP 


and_employment is at all-time high. 




















rv: Early skirmishes support the forecast of a_long and give-no-quarter 
la, fight among the major modes of transportation before national policy is formulated. 
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And it is only realistic to say that the declaration of that policy will be a step, 
not a solution. A House sub-committee got a taste of what was ahead when witnesses 
came to make preliminary statements. They spoke for railroads, motor carriers, 
waterways, and for freight forwarders — but they spoke in many economic tongues 
and none of the languages included compromise. Cabinet Members came to urge adop- 
tion of the principal planks in the structure of transport policy set up in the 
report of the President's Committee. 








Rate making naturally is the essence. Each media spokesman went direct 
to the heart of the report to assure that his industry could be counted upon to 
give good service at fair rates and that regulation might be eased to that extent. 
But the other fellow! He had to be watched! Projected is a radical reduction in 
Interstate Commerce Commission powers in rate matters. ICC would be restricted 
to passing on whether suggested rates are below an out-of-pocket or compensatory 
minimum, or above a reasonable maximum. 

















In between the floor and the ceiling, under the Presidential Committee 
proposal, the rates could be set at any figure desired by the carriers, provided 
they were not discriminatory. The motor and water carriers claim that the adoption 
of such a proposal would result in a rate war with selective rate cutting that 
necessarily would discriminate against certain commodities, localities, and 
shippers. The railroads, on the other hand, took the position that adoption of 
the new rate proposals would let the forces of competition operate more freely, 
with substantial savings in freight charges to shippers. 

















The "little businessman," who is every politician's darling in campaign 
year, will be protected once more when Rep. Wright Patman calls the House Small 
Business Committee into meeting late this month. If this one matches past Patman 
shows, the feature acts will be attacks on a sketchily-described villain called 
"big business." And then the final report will join a Succession of verbal an- 
cestors. The Texas Congressman has planned hearings with a late October starting 
date, an early cutoff and resumption in time to have full momentum when the legis- 
lators return for the next session. The theme: "What are the Federal Law 
Enforcement Agencies doing Regarding the Robinson-Patman Act, and Related 
Antimonopoly Law." 

















Taking note of frequent_charges of laxity in enforcing these laws, 
Mr. Patman promises his group “will try to determine what factors have operated 
against vigorous enforcement." He wants to know whether these agencies, notably 
Federal Trade Commission, Department of Justice and others — "fully understand 
their responsibilities; whether there is any 'reluctance' to carry out these 
responsibilities, and whether ‘improper influences’ are at work." That presents 
a bill of particulars which places no annoying limits on the type of evidence to 
be received! 


























Tax-reduction talk now has an important added voice: Senator Frank E. 
Carlson, Kansas republican who is generally believed to have been Ike's first 
choice for Treasury Secretary, has come out for it. It must come next year, the 
"little fellow" needs it, is the Kansan's premise, one which restricts the pro- 
posed cut to individual tax returns. And Carlson, respected authority on finance, 
doesn't link the tax slash inseparably to a balanced budget. He said: "In view 
of the fact that the budget will be in balance — or in near balance — I am 
confident a tax reduction can be made next year." 




















Even Senator Harry V. Byrd, Virginia's conservative, isn't ruling out 
tax_cut, although he entertains some apprehension. (Last issue of the Magazine 
contained an exclusive statement by the Senator on the threat of inflation.) 

He said: "I strongly favor tax reduction made possible by retrenchment in spend- 
ing." Senator Byrd is confident a true balance can be accomplished next year 
but he doesn't regard that happening as a safe signal to go ahead on tax cuts. 
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By V. L. 

7_ 

~/he collapse of the totalitarian regime of 
General Juan D. Peron in Argentina and the good 
prospects for the restoration of parliamentary gov- 
ernment in Buenos Aires have stirred optimism 
among American traders and investors that eco- 
nomic relations between the two countries may be 
in for a happier turn. 

Because of a deep cleavage in economic thinking, 
Argentina and the United States have drifted apart 
and their mutual trade has shrunk to a fraction of 
what it used to be. Yet Argentina has always been 
regarded in the United States as one of the lands of 
greatest opportunity in Latin America and as one 
of the potentially most lucrative markets for U.S. 
exports, 


Crucial Period Ahead 


Now there is ground for rénewed hopes and op- 
timism. Considering that “Peronism” affected al- 
most every walk of life in Argentina, its demise has 
been remarkably swift and bloodless. There was 
only a minor disruption in business, and the country 
has returned to work with remarkable eagerness. 
Most important of all, the “descamisados’”, the 
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American Corporate Interests 





and the 


Argentine Revolution 


HOROTH 


“shirtless ones”, who had a vested interest in the 
Peronist order, have failed to spring to its defense 
and their leaders are reported to be confused and 
uncertain. 

One can therefore say that Argentina’s political 
revolution has been eminently successful thus far. 
But the crucial period, during which the country 
will have to face the economic realities that in- 
directly brought on the downfall of the Peron re- 
gime, is just ahead. The problems are many. They 
include checking inflation, overhauling farm policies, 
encouraging exports, and restoring confidence so 
that the inflow of foreign capital may be encouraged. 
There will have to be a retreat from state capitalism. 
It is not generally realized that more than half of 
the Argentine economy is now government-con- 
trolled. Argentina’s railways, bus and street car 
lines, telephone system, merchant marine, port fa- 
cilitities, grain elevators, air and gas services, most 
of the electric power plants as well as petroleum 
oilfields and refineries are government-owned and 
operated. During the last decade the Government 
has also invested heavily in the basic and machinery 
industries. Private entrepreneurial activity will now 
have to be strongly encouraged. 
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ARGENTINE ECONOMY | 
INDUSTRIAL INDICES 
1943 = 100 
YEAR Wages & Volume 
AND Employ Salaries of Pro 
MONTH ment Paid duction 
123.7 180.4 125.3 
1947 130.3 269.1 143.5 | 
1948 131.7 371.2 146.2 
1949 130.4 500.1 141.8 
1950 128.2 595.5 146.1 
1951 128.9 758.5 150.8 
1952 124.5 900.2 141.3 
1933 _...... 117.4 929.2 139.8 | 
conidia 118.5 1,094.6 150.6 
July 1954 119.6 1,072.1 157.3 | 
Aug. 1954 119.4 1,196.4 162.3 
Sept. 1954 120.1 1,188.3 167.4 
Oct. 1954 118.9 1,137.8 158.5 | 
Nov 1954 119.1 1,123.4 166.5 
Dec 1954 119.9 2,106.4 166.3 } 
Jan 1955 120.9 1,165.7 153.9 
—First Nat'l Bank of Boston | 














Most important, however, is that a general tight- 
ening of the belt will have to be carried out without 
interfering with the social achievements of the 
Peron regime and without interfering with the 
“Argentinization” of the ,ountry’s economy, by 
which the Argentinos meanAhe drive for “economic 
independence”. The new \ provisional President, 


General Eduardo Lonardi, ‘while promising regime ~ 


of law and order, has already assured the country 
that “the revolution has not taken place to restore 
feudal privileges or colonial vestiges”’. 

Economically, the months ahead will be a period 
of groping for new policies. Some uncertainty about 
the future has been created by the fact that the 
Lonardi Government did not ratify the Standard 
Oil of California’s oil development program. The 
truth is that no one can say at this stage where the 
country is heading. As the London Economist cau- 
tiously remarks, “the last word may not have been 
said as long as General Peron is alive’. President 
Lonardi is said to favor a shift to the right, and 
encouragement of private enterprise. On the other 
hand, some of the members of the provisional gov- 
ernment are depicted as favoring a “corporate state” 
of the Spanish type on the feeling that in Argentina 
as in other Latin American countries, parliamentary 
democracy is bound to lead the country into para- 
lizing party squabbles such as are plaguing France. 


U. S. Investors’ Stake 


In the late twenties and early thirties, when more 
U.S. capital was invested in Argentina than in any 
other Latin American country, about one-half of the 
investments consisted of American holdings of Ar- 
gentine federal, provincial, and municipal bonds as 
well as investment in Argentine equities. Some of 
these “portfolio” holdings were disposed of at bar- 
gain prices during and after the great depression. 
Others were retired long before their maturity be- 
cause, as an intense nationalist, General Peron re- 
sented the foreign ownership of Argentine railways 
and public utilities. On the other hand, the repay- 
ment of external obligations left little money for 
modernizing Argentine industry and agriculture. 
This has left Argentina’s productivity far behind 
that of her competitors. 
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What is left now of U.S. capital in Argentina js 
the direct investments of U.S. firms in the plant® 
and equipment of their Argentine subsidiaries. The 
Department of Commerce estimated these invest- 
ments at $425 million as of the end of 1954. Prior 
to the Peron decade (1945-55), about one-half of 
these holdings consisted, as will be noted from the 
accompanying table, of investments in Argentine} 
public utilities. The investments of the American 
& Foreign Power Corporation alone totaled some 
$117 million in pre-Peron days, but nearly 40 per 
cent of these investments were expropriated between 
1943 and 1949; the Company has been anxious to 
dispose of the rest mostly on the score that it has 
been allowed to receive only about $100,000 in 
profit remittances during the past seven years. . 

International Packers Ltd. is regarded as thef 
second largest investor in Argentina; it owns some 
97 per cent of the stock of Swift International, 
S.A.C., which operates huge slaughter and process. 
ing plants. International values its Argentine hold. 
ings at 35-40 percent of its total assets of $104 mil- 
lion. Other packing firms with extensive operations 
in Argentina include Armour, which employs over 
10,000 persons and has a $12.5 million stake, and 
Wilson & Co. which employs about 3,000 persons. 
The packing industry is the only major basic in- 
dustry which has not been “Argentinized”. 

In describing other U.S. investments in Argentina, 
one can hardly improve on the account of them by 
“Noticias”, a publication of the National Foreign 
Trade Council in New York: 

Firestone Tire & Rubber Co. has a fabricating 

plant making tires, tubes and industrial rubber 

products, and a tire cord plant at Buenos Aires. 

Goodyear Tire & Rubber also has a B.A. factory. 

International Harvester has about $9 million in- 

vested in plants in B.A. and Rosario. Standard 

Oil of N.J. through an affiliate, is one of the major 

oil marketers and refiners in Argentina, with an 

investment of upward of $35 million. Parke, 

Davis & Co. has a B.A. manufacturing laboratory; 

its net earnings there during Jan-June ’55 were 

equivalent to $562,351, although the funds 
couldn’t be transferred to the U.S. Sterling Drug 
has an investment of about $6.5 million in Ar- 
gentina, of which $3 million is in plants and 
equipment. Gillette Co. operates a sales and manu- 
facturing subsidiary there, but no money has 
been taken out “for many years”, a spokesman 
says. Ferro Corp. of Cleveland operates an Ar- 
gentine subsidiary. St. Joseph Lead Co. has a lead 
and zine mine producing about 600 tons ore daily. 

National Lead Co. owns a smelter and mining 

properties. 

Monsanto Chemical Co, last year organized a 

wholly-owned Argentine subsidiary to handle 

production and sales. Motion picture companies, 
such as Metro-Goldwyn-Mayer and Paramount, 
have film distributing setups in Argentina, but 
have been unable to transfer funds out of the 
country. Ford Motor Co, operates a B.A. plant; 
however, no assembly operations have been done 

“for some time” and factory is now used as a serv- 

ice repair center. 

Kaiser Motors, though, came in under the more 

favorable investment law of August ’°53, and 

plans to invest $8 million in automotive machin- 
ery, equipment and tools in the new Jndustrias 

Kaiser Argentina, S.A., which will produce 20,000 
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> plant : 
es. The SOME U.S. COMPANIES ACTIVE IN ARGENTINA 
invest. § 
. Bs. ‘a : Abbott Laboratories International Tel. & Tel. 
F American & Foreign Power Kaiser Motors 
om thef American Chicle Lehn & Fink Products 
yentine} || Anderson, Clayton & Co. Lone Star Cement 
vericangl es Cor a 
some Ford Motor National Lead 
40 per Firestone Tire and Rubber Olin Mathieson Chemical 
etween First National Bank of Boston Parke, Davis & Co. 
ious to First Nat‘l City Bank of N. Y. St. Joseph Lead 
it has General Motors Sherwin-Williams Co. 
00 in Gillette ; Shell Oil Co. 
} Goodyear Tire and Rubber Simmons Co. 
rs. International Harvester Standard Oil Co. (New Jersey) 
as the International Packers, Ltd. Sterling Drug 
5 Some 
tional, 
rOcess- 
» hold.-| jeeps, cars and trucks annually. Sherwin-Williams 
4 mil-| Co. has a paint, lacquer and varnish manufactur- 
ations} ing plant; investment is worth about $1 million, 
s over} and sales for the year ended last June were about 
e, and} $1.5 million. International Telephone & Telegraph 
rsons. | C0., through Cia, Standard Electric Argentina of 
sic in-| B-A., manufactures telephone switching equip- 
ment; in ’46 the firm sold its Argentine lines to 
tina. the Federal Government for $95 million. Lone 
om br} Star Cement Corp. has two plants with a com- 
reign bined capacity of 3.3 million bbls. annually. The 
. First National City Bank of N.Y. has 4 branches 
; in Argentina. The First National Bank of Boston 
cating has about $5 million investment in Argentina, 
ema which represents original capital plus retained 
Alres.— earnings. 
a General Motors also has an affiliate in Argentina 
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producing iceboxes and batteries, and Shell Oil 
operates a small concession. 


Peron Solicited Foreign Investors 


In recent years the growth of U.S. direct invest- 
ments in Argentina has represented principally the 
plowback of earnings, since the remittance of profits, 
royalties and other earnings was prohibited from 
1947 until quite recently. As will be noted from the 
accompanying table, the exception was investments 
in manufacturing enterprises, which roughly dou- 
bled during the Peron era. This was partly a postwar 
development, when American corporations were at- 
tracted by the rising purchasing power of the Ar- 
gentines. Partly it was a development that followed 
the passage of Investment Law No. 15222 in August 
“' by which Peron hoped to attract foreign capi- 
al. 

The passage of the Investment Law was forced 
on Peron by the dire circumstances in which Ar- 
gentina found itself in 1952 as a result of poor crops, 
a revolt of the farmers, and the post-Korean col- 
lapse of prices. Industrialization was brought to a 
standstill. The expleitation of petroleum resources, 
which was to relieve pressure on international pay- 
ments, was disappointing. Under the new law, in- 
vestors in mining and industrial projects were 
promised the remittance of profits up to 8 per cent 
annually. The law also prepared the ground for the 
agreement with Standard Oil of California to ex- 
pand petroleum extraction, and was instrumental 
in bringing to Argentina the Kaiser and Monsanto 
interests. Standard of New Jersey, Shell Oil, and 
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Merck & Co. were mentioned as other potential 
investors, 

However, the old investors were excluded from 
the profit remittance provisions of the 1953 law, 
although a feeble gesture was made to ease their 
lot last January and again last September. Some $4 
to $5 million in profits accumulated in recent years 
were to be released after January 1956, but the 
revolution has apparently left the matter in the 
air—as it did the oil contract with California 
Standard. The backlog of unremitted profits and 
royalties is estimated at anywhere between $70 
and $100 million. 


The Revolution and the Economic Crisis 


It is beyond question that economic difficulties 
played a major part in Peron’s downfall. Whether 
this is to mean also the downfall of “Peronismo”, 
a Latin American brand of economic nationalism is, 
however, less certain. No one will deny that Peron- 
ismo has transformed the country. Though helped 
relatively little by foreign capital and know-how, 
Argentina’s industrial production is now at least 50 
per cent higher than in 1946. The country’s internal 
economy is now fairly well insulated from the ups 
and downs in the purchasing power of Argentina’s 
customers—the usual weakness of a semi-developed, 
colonial economy. Thus Argentina has indeed achiev- 
ed a considerable degree of “economic independ- 
ence”, which was the goal of Peronismo. Her in- 
dustrial potential compares favorably with that of 
many West European countries, even though Argen- 
tine industries may not generally have achieved the 
efficiency that would permit them to stand on their 
own feet without tariffs and import quotas. 

However, as may (Please turn to page 106) 











U.S. INVESTMENTS IN ARGENTINA 


(in millions of dollars) 


1929 1943 1950 1950 
Manufacturing ooecccccccccccecceeee 82 Ol 161 218 
Public utilities & transport ............ 148 182 77 69 
Petroleum (incl. distribution) ........ 30 39 a a 
III siniidinninbncnsniennnannnindiiaminicninia 53 27 35 46 
PE MII enscinnniscansintienieeniinan 8 
Other groups ...... 19 31 75 28 
Total direct .......... soe 932 380 356 425 
Portfolio investments. ......... ; 408-b 116 n.a, n.a. 
| Sree ‘740 46 #@#& | 


a—included in other groups 
b—1930 estimate 
n.a.—not available 


CHANGES IN U.S. DIRECT INVESTMENTS IN ARGENTINA 
(in millions of dollars) 


Outflow (—), Inflow (+) 
All Direct Investments: 

0 : 

Reinvested earnings 

Total (net) 

Maunfacturing Investments 

New capital 

Reinvested earnings 

Total (net) 


1951 


1952 1953 
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from the political handbook, 
whose recipe for success admonishes you to “join 
them if you can’t beat them,” the Hollywood movie- 
makers now are moving into television on a grand 
scale. Weary of the subordinate role, to which TV 
has relegated the cinema palace in less than a de- 
cade, and awakening to the money-making potential 
of 37 million screens (TV, that is!), the movie 
moguls have embraced the darling of the American 
hearth with all the ardor of one of their masculine 
stars. Not only are they pocketing their pride, but 
a lot of important money with it. 

There is a happy precedent for the current coquet- 
ting, too. There is the marriage of United Para- 
mount Theatres, Inc., possessed of an important 
chain of theatres and lots of money, and American 
Broadcasting Co., Inc., a firm badly outdistanced in 
the scramble for top TV shows because it lacked 
funds to compete with the major networks. The two 
years of their marriage has bred a topnotch com- 
petitive network. Going further into the past, Para- 
mount Pictures Corp. bought, for a mere pittance, 
a stake in Allen B. Du Mont Laboratories, which 
makes TV sets and owns telecasting facilities. 
Indeed, it would be difficult to cite a single romance 
between the two factions that has not benefited the 
entrepreneurs of filmland. 
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TREMENDOUS 
CHANGES 


coming in 
TV- 
MOVIES 


By J. H. PARTRIDGE 


There are others in Hollywood who have not 
been oblivious these many years to the money-mak- 
ing possibilities in this new field. By and large, they 
are the smaller entities. The success they reaped 
paved the way for the giants of the movie industry 
For many of those who pioneered in this merging 
of the talents of two industries the rewards have 
been rich. 

And the best is yet to come, for the motion picture 
industry has a library of old films that has been a- 
building for a generation and it might well bring 
more than a billion dollars in a sale to the TV in 
dustry. Twentieth Century-Fox Film Corp. has esti- 
mated the value of its own picture backlog at $150 
million, equal to $40 a share of common stock 
(quoted at 29, incidentally) after the capital gains 
tax. Meanwhile, the market for such films has sky- 
rocketed. According to Spyros S. Skouras, president 
of Twentieth Century, his company can command 
four times as much for such films as it could have 
obtained three years ago. Throughout the industry 
there long has been a feeling that the longer it holds 
out the more it will get for the choice photoplays 
in its libraries. This reasoning is based on a belief 
that the demands of TV for entertainment material 
are growing by leaps and bounds. With millions of 
sets added yearly, the market becomes proportion- 
ately richer, attracting sponsors who will pay the 
rich fees that will lure the old movies out of the 
vaults. 

But 1955 will be recorded as the year that 
spawned a far-reaching alliance between Holly- 
wood and TV, triggered by Walt Disney Produc- 


tions. Anyone who owns a TV set or has a child in 
the family is aware of the “splash” that Walt Dis- 
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\ ney has made in TV with Davy Crockett, Dumbo 
"and other assorted characters, who have wrought 


an entertainment and merchandising revolution. 
The Disneyland show over American Broadcasting 
Co. network probably keeps 50 million people en- 
thralled for an hour each week. Additional telecasts 
of Disney works have been undertaken this fall. 
The entry of Disney into TV has proved to be a 
powerful factor in the exploitation and marketing 
of its motion pictures. It also stimulates Disney’s 
merchandising, publications, comic strips, music 
publishing and non-theatrical film distribution. 


Shows Up On Income Account 


Disney, of course, has barely scratched the sur- 
face of the TV market (it’s everywhere—at home, 
in hotels and bars, and at resorts), but already it 
is showing up in the company’s statements. Thus, 
for the first six months of its fiscal year, film rental 
and TV income rose to $8.4 million from $3.2 mil- 
lion and total income jumped to $9.9 million from 
$4.3 million. Net profit rose to $430,000 from $284,- 
000. If there is any doubt about Disney’s intentions 
toward Miss Cathode Ray, it was dispelled by the 
partnership with American’ Broadcasting-Para- 
mount in the Disneyland Park venture, a far-flung 
amusement center in California. 

Incidentally, the “merchandising” of a show, a 
Disney specialty, is big business. Many TV shows 
reap their golden harvest from royalties paid by 
manufacturers who want to sell Gene Autry cow- 
boy gear, Howdy Doody clothes and Rootie Kazootie 
toys. A producer of a show can afford to sustain 
substantial losses on the presentation and make it 
up, with plenty to spare, on “merchandising.” 

While Disney’s is the best known name, that en- 
terprise scarcely rates in size and affluence with 
such companies as Twentieth Century, Loew’s, 
Paramount, R. K. O. Radio Pictures (sold this year 
to General Teleradio, a subsidiary of General Tire 
& Rubber Co.), Columbia, Warner Bros. and Uni- 
versal. These are the giants of the industry and 
their vaults probably contain something like 10,000 
vintage film features, many of which would com- 
mand fancy prices from fare-starved networks. Add 
to these a variety of shorts and features, and some 
idea will be obtained of the enormous value of these 
libraries. It should be remembered that a rising 
generation has not seen these productions, many of 
which kept their elders queuing up outside theatres 
week after week. No doubt, they would be delighted 
to see many of these again. 

For the premiere of a film, networks are prepared 
to pay astronomical sums. Indeed, their lavish spend- 
ing for talent and material must stir fond memories 
among the Hollywood folk, who went through a 
somewhat similar cycle in the 1920’s. The first show- 
ing on TV of a new feature movie is planned for 
November 6 by Radio Corp. of America, which is 
believed to have shelled out close to $250,000 for 
one telecast of the British picture, “The Constant 
Husband,” starring Rex Harrison. Also in the 
works for this fall is the premiere showing of 
“Richard the Third,” with Laurence Olivier, which 
has set RCA back even more than that. It remains 
to be seen how prior exposure on the family hearth 
will affect box-office at the Bijou. Hollywood pro- 
ducers, for the most part, prefer to get a network 
show to present highlights of a coming attraction 
1955 
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as part of a promotional buldup. TV presents this 
sort of thing as entertainment and saves on costly 
talent. 

The inroads on movie houses made by TV in 
the post-war decade—mild at first, severe within 
a few years and finally ruinous to thousands of 
theatres—bred three schools of thought in the in- 
vestment community. There were those who thought 
TV would make no greater dent in the movie busi- 
ness than radio. They know better now. They simply 
overlooked the fact that in millions of families TV 
is regarded as home movies. Sets are bought on the 
installment plan with families calculating the pay- 
ments will be made from money saved by not going 
to the theatre. A plethora of Western and the ad- 
venture-into-space type of films has reduced the 
pressure from offspring for “movie money.” 

A second school of thought held that people would 
weary of sitting around the house watching TV 
after the novelty wore off and resume the movie- 
going habit. Fact is, the improved quality and 
variety of entertainment( sports and current events, 
as example) afforded by TV have virtually glued 
the family to the living room, although the warm- 
weather months will lure them out to the open-air 
theatres on the highways. 














TV—Movies Companies 





Leading Companies In Television 
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Indicated Price } 
Recent 1955 Div Range | 
Price Dividend Yield 1954-55 
Admiral Corp. . — $ 1.00 4.7% 30-18 
American Broadcasting- 
| Paramount — oe 1.00 3.3 33.14 
Columbia Broadcasting 
Sys. “A” me oe .80 3.3 32-14 
Cornell-Dubilier Electric 31 2.00 6.4 36-21 
Du Mont (Allan B.) Lab.”A” 14 17-9 
Magnavox Co. . , 37 1.50! 4.0 40-16 
Motorola Inc. . 48 1.50 3.1 60-30 
Philco Corp. . 33 1.60 4.9 43-28 
Radio Corp. of Amer. 47 1.35 2.8 55.22 
Raytheon Mfg. Co. 17 (2) a 25- 8 
Zenith Radio . 120 2.75 2.2 


134-63 











Companies Participating In Television | 
| 






































Avco Mfg. .......... 6 20 3.3 8- 4 
General Electric ; 50 1.60 3.2 56-29 
General Precision ............. 40 2.40 5.8 71-25 
= | % enue 27 1.15 4.2 30-14 
Sylvania Electric ..... 44 2.00 45 49-31 
Westinghouse Electric ........ 62 2.50 4.0 83-50 
Leading Movie Companies 
9 Columbie Pictures ........ . = 1.30! 5.4 39-15 
IO TM. - acssieccnnsonemnmenseniion 20 1.00 5.0 24-13 
ie Paramount a 38 2.25 5.9 44.26 
ee 7 ne diela 10- 3 
Republic Pictures ................ 8 : ia 11-3 
|\@ Twentieth-Century Fox Film 27 1.80 6.6 a= 31-18 
@ Universal Pictures .............. ve 1.25 44 32-18 
e@ Warner Bros. Pictures ........ 20 1.20 6.0 22-13 
1 Plus stock. 
| * Paid 5% stock thus far. 
A ——— | 
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A third school, now ascendant, believed that the 
future of Hollywood depended on marriage to its 
hated rival, reasoning that the movie capital had 
the films, the technique, the personnel and the money 
to give this young industry what it needed. It is 
no secret that many movie moguls hoped that the 
mediocre fare—much of it is still mediocre and worse 
—offered on the home screen would drive the public 
back to the movies. In many instances, it has. But 
relatively few families go the movies two and three 
times a week, as was the custom before the emer- 
gence of video. Millions of people have stopped go- 
ing to the movies for the same reason they have 
stopped going to baseball games—you can get a 
reasonable facsimile of the show at home. While it 
may be properly argued that something is lost in 
translation to the home screen, most people feel 
this is easily balanced by the comfort of lolling 
about the house while the show is brought to them. 


New Look In Movie Stocks 


We shall deal subsequently with the ascendant 
school of thought on the TV-movie controversy, but 
let us first review briefly the investment aspects of 
the acrimonious wrangle. In the years following 
World War II, marked by hostility of Hollywood 
toward the booming TV business, movie stocks fell 
into disfavor. In 1945, Loew’s sold above 37. In the 
ensuing decade, which included the greatest bull 
market in history, the stock never again reached 
that level, although earnings remained profitable. 
The shares now are available around 22. Twentieth 
Century, as another example, sold around 64 in 
1946, sank to around 10 in 1952 and now has come 
back to about 29. Warner Bros. nosedived from 
around 29 in 1946 to about 9 in 1948 and now is 
up to 22. It would be difficult to imagine an industry 
whose equities have fared so poorly in this rich 
marketplace. 

It would be a mistake to suppose that Hollywood 
has spent these many years just sulking in its tents. 
It has tried many things—wide screen, three-dimen- 
sional movies and other gimmicks—to get folks to 
leave home and has had varying degrees of success 
(and failure, too!). Prevalent sentiment in movie- 
land these many years has been that there is noth- 
ing wrong with the movies that better pictures and 
new techniques would not cure. Better pictures have 
been forthcoming as the industry has eschewed 
quantity for quality. In 1951, 432 feature films were 
produced. In 1952, the total was down 
to 368 and fell again in 1953 to 354. 
Last year, the slide continued as only 
303 features were turned out. Last 
year also was the first time in history 
that the proportion of the more costly 
color films was greater than that of 
black and white: 58.4% in color and 
41.6% in black and white. 

New techniques are highlighted by 
the development of such processes 
as CinemaScope. Twentieth Century 
evolved CinemaScope, a method of 
photographing pictures in color or 
black and white, and projecting them 
On a special wide screen of high brilli- 
ancy, providing the effect of audience 
participation as well as giving the 
illusion of third dimension, accom- 











panied by an improved stereophonic sound system 

Theatre owners have spent lavishly to equip them. 
selves for the CinemaScope type of presentation anj 
other innovations that might lure the public awa 
from the TV set. CinemaScope installations in th 
United States and abroad are expected to total 30,00/ 
by yearend. This is a considerable achievement anj 


a striking illustration that the movie people arg 


fighting back. After all, CinemaScope is but tw 
years old. 





While such devices should help movie attendance}, 


it is too much to expect the public to return to its 


old habits of regular movie-going in an era thal 
has turned the home into a theatre. Even the mosh 
sanguine along Sunset Strip must recognize thif 
by now. In 1946, when TV sets were few and screens 


in the home were puny and troublesome, 80 million 
people went to the movies each week. As TV sets 
grew in number, screen size and technical perfec. 


tion, the fortunes of the movie people declined. Twof | 


years ago, movie attendance reached its nadir— 
less than 46 million attended weekly, little more than 
half of the 1946 figure. A rebound was achieved last 
year, helped by outdoor theatres, population growth, 
the new techniques and better pictures. 

While not all of the entertainment brought int 
the living room for free nowadays is of high caliber, 
the same thing also may be said of much of the movie 
fare. Pictures such as “The Robe” and “Gone With 
the Wind” always will get people out of their homes, 
but a decade ago folks attended regularly just te 
see a picture. Surely, there are few temptations 
these days to rush downtown to one of the first-run 
movies, where the admission price ranges to $2 per 
person. After all, the chances are good that an even 
more lavish presentation is slated for the home 
screen. 


Start Of A Romance 


Whatever the movie-makers say about the future 
of the Bijou, this fall they are embracing TV fer- 
vently. Following the lead of the Disney people, 
Warner, Loew’s and Twentieth Century all are tak- 
ing a hand in this budding romance. General for- 
mat of these programs is a show based on plots and 
characters taken from their old pictures. Thus, 
Warner has presented “Kings Row” with an altered 
cast and story, using part of the network time for 
shots of its studios, showing off its stars and ex- 
ploiting its products. Sponsors include General 
Electric, Liggett & Myers and Mon- 
santo Chemical. How much money the 
movie moguls will make from such 
programs is questionable. General ex- 
pectation is that the shows will be 
profitable in themselves. Chief pur- 
pose, in many cases, is to get national 
advertising for pictures. 

It is a fact that TV not only has 
hypnotized more than 100 million 
Americans—it has mesmerized spon- 
sors, too. A measure of this electronic 
necromancy may be gleaned from the 
fact that an automotive manufacturer, 
unhappy about the show it is sponsor- 
ing, feels it must hold on “until some- 
thing better comes along.” Cost of a 
regular network shows runs into the 
millions, which only “top” companies 
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Movie Attendance Rebounds 


In 1946, when TV first began to invade the 
American home, tickets sold at the box-office 
weekly totaled 











By 1950, with millions of TV sets in existence, 
the number of people who paid at theatres 
slumped to 





| 
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In 1952, TV already was a fixture in homes 
across the country and movie attendance 
weekly was down to 











In 1953, a new low was reached and hun- 
dreds of theatres closed their doors as weekly 


turnout MII TIE cs scnscsbacnssenthieinceidatasiatbiiataniaiiaaianindagnen . 45.9 million 


in 1954, helped by outdoor movies, growing 
population and improved pictures and tech- 
niques, it climbed to 





nt lt I 


49.2 million 
Estimates within the industry are that movie 
attendance for 1955 will show little improve- 
ment from the figure of a year ago. 




















can afford and, even then, sponsorship often is mul- 
tiple to pare the outlay. 


Marrying For Money 


In filmland, where the hero always spurns the 
wealthy heiress for the poor young lover, the nabobs 
of the industry are hungrily eyeing this Golconda, 
a share of which is theirs for the taking. Their cur- 
rent entry into this lush field with revamped “spec- 
taculars” actually was preceded by the use of their 
facilities to turn out soap operas. From a bread-and- 
butter standpoint, they still overshadow the spec- 
taculars. Pacesetter of this development is Screen 
Gems, the TV subsidiary of Columbia Pictures. Two 
years ago, Screen Gems had but one show in the 
TV listings. It now has a flock of these, including 
such notable serials as “Father Knows Best,” 
“Captain Midnight” and “Rin Tin Tin.” Whatever 
the aesthetes may feel about these “‘soaps,” the fact 
remains that Screen Gems is making a tremendous 
contribution to Columbia’s earnings. In the first 
year of operation, Screen Gems had gross revenues 
of less than a million dollars. For the current fiscal 
year, these are expected to be on the order of $10 
million. Since over-all revenues of Columbia only 
run about $80 million, the importance of its TV 
affair is obvious. An inexpensive experiment, Screen 
Gems figures to have an even more impressive 
growth over the next several years. 

Republic Pictures Corp. two years ago formed 
Studio City Television Service, Inc. It had but one 
series on the air last year. It has four now, with 
the addition of a Western, a comedy and a Fu 
Manchu mystery series. Twentieth C entury is plan- 
ning a move along these lines and other companies 
are anxiously watching developments. 


Movies On Tape Next 


Movies for TV almost invariably are made on a 
small budget, since there is little chance of recover- 
ing multi-million-dollar costs, as in the case of pic- 
tures for theatre exhibit. Hence, the interest in a 
new development that points toward major econ- 
Omies in production—motion pictures made with- 
out using film. Sound and pictures are recorded, 
compressed on to a tape similar to that used in 
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sound-recording and then played back. Coming of 
tape could have revolutionary implications for the 
entertainment field and many industries. With tape, 
a director could shoot a scene and then instantane- 
ously see “the tape,” saving the whole costly and 
time-consuming process of devolping film. 
Paid TV vs. Free TV 

The biggest battle of all, however, is only now 
taking shape. That is the issue of Pay TV vs. Free 
TV. The Federal Communications Commission prob- 
ably would like to pass on the whole explosive issue 
to Congress. The broadcasting industry has a tre- 
mendous stake in the answer eventually to be made 
to the petition of three companies—Zenith, Skiat- 
ron and Telemeter—for permission to sell programs 
on the airwaves, now free. Hollywood probably has 
an equally great interest in this battle, for with 
Pay TV first-run pictures could be shown to home 
audiences subscribing to the service. As for the 
movie palaces, it would probably be the death blow. 

The big networks are bitterly opposed to Pay 
TV. Despite their opposition, there is considerable 
belief that the economics of the business eventually 
will force the networks to turn to it as rising operat- 
ing costs and the demand for better programming 
could put the tariff beyond what the sponsor or 
combinations of sponsors are prepared to pay. As 
for Hollywood, its film libraries doubtless would be 
worth a great deal more under Pay TV. A measure 
of this value may be gathered from the sale of 
R. K. O. Radio Pictures by Howard Hughes to 
General Teleradio for $25 million. The libraries of 
Twentieth Century, Loew’s and other topnotch com- 
panies should be worth far more, for down the 


years they made the luxurious productions that made 


movie-going a “must.” (Please turn to page 99) 
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By JOHN D. 


a last Spring, Socony Mobil Oil Co., Inc., 
has been one of the biggest names in the oil in- 
dustry. Its high position, however, was attained not 
through any sudden rise but rather through a 
change of corporate title from Socony-Vacuum Oil 
Company, Inc. 

Why, it might be asked, does such a solid com- 
pany with an established name as Socony-Vacuum 
Oil want to change its name? A short answer would 
be that growth and change inevitably go hand-in- 
hand. The decision, however, was not a hasty one, 
coming only after a continuing study that goes 
back to 1947 on how to tie the name of the company 
with its brands. While “Socony” is one of the best 
known names in financial circles and in industry 
which buys vast quantities of the company’s prod- 
ucts, surveys turned up the fact that although about 
55,000 service stations across the country display 
the famous Flying Red Horse sign and advertise 
“Mobilgas” and “Mobiloil”’, less than half the 
people questioned linked these products with the 
company, despite the fact that “Mobilgas” is one 
of the best-selling brands in the world. 

Adopting a new name has been but one change 
among many that have taken place in the long 
history of Socony Mobil Oil. Some of these were 
brought about by the growth of the company and 
others, reflecting foresight of management in pre- 
paring to meet the growing needs of industry and 
the general public for oil products, were material 
factors in making growth possible. 

Perhaps some idea of the magnitude of this 
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growth can best be conveyed by the steady uptrend 
in total income in each year of the postwar period, 
beginning with 1946. In that year income from al 
sources totaled $780.5 million. In 1947, it crossed 
the billion dollar line, reaching $1 billion 43 million, 
and by the end of 1951 had increased to $1 billion 
584 million, more than double the 1946 total. The 
uptrend still continues with 1954 gross income from 
all sources establishing a record high at $1 billion 
703 million, up $29 million from the previous peak 
of $1 billion 674 million set in 1953. 


Net Income Follows Upward Course 


Net earnings over these years have followed 4 
similar upward course. In the first year of the ten 
under comparison, Socony’s net income amounteé 
to $58.3 million, or $1.87 a share for the common 
stock. Incidentally, these shares were then and are 
now the only capital stock outstanding. Net income 
for 1947 amounted to $97.7 million. This represent- 
ed, up to that time, a new record high, and was 
equal to $3.13 a share. 

The jump in 1947 net income of $39 million over 
that of the previous year signaled the beginning of 
an upswing in which net earnings were to rise t¢ 
$128.2 million within the next four years. This 
achievement was in 1950, but Socony was to go on 
from there, increasing net income to higher levels in 
each subsequent year, the peak being attained in 
1953 when net totaled $187.2 million, equal to $5.35 
a share. 
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In 1954, however, the climb was interrupted pri- 
marily because of lower crude oil allowables by state 
regulatory bodies in the second half of the year and 
also because of lower prices for some petroleum 
products in certain areas. But even so, earnings for 
the year were only 2% under the 1953 peak, and 
totaled $183.8 million, or $5.25 a share. 

It is quite evident that the year-to-year climb in 
net earnings, while interrupted in 1954, was not 
stopped. Corroboration is had from 1955 first half- 
year’s operations pointing to new record highs in 
both sales and earnings. In the first six months, 
product sales in the U. S. were up 5% over the cor- 
responding period of 1954, and earnings of approxi- 
mately $97 million were about $9 million ahead of 
last year’s first half, pulling per share earnings up 
to $2.77 as against $2.51 a year ago. On the basis 
of this latest showing, earnings for all of 1955 
should approximate $5.50 a share. This estimate 
could prove conservative in view of Socony’s ability 
to get its share of the growing market for gasoline, 
home-heating and diesel oils, as well as the con- 
tinued rise in public favor of its improved automo- 
tive products. 


Research A Key to Progress 


For years, Socony has regarded research as the 
key to progress in the oil industry. Last year it 
spent nearly $16 million, on top of almost $14 mil- 
lion in 1953, in developing better ways of finding 
and producing crude oil and of converting it into 
quality products. Research has enabled it to make 
significant advances in its refining processes. With 
its “Thermofor Catalytic Reforming” it can effi- 
ciently process napthas from high-sulphur crudes 
and from low-octane cracked gasolines. With “Sova- 
forming’’, another development, using its new plati- 
num-type catalyst, the company can process low- 
sulphur napthas at even less cost, and through the 
“Thermofor Catalytic Cracking” process, perfected 
only last year, Socony can convert substantially 
larger amounts of heavy residual fuel-oil compo- 
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Comparative Balance Sheet Items 
December 31 
ASSETS 1945 1954 Change 
(coco omitted) 
Cash & Market. Secur. $ 169.894 $ 240640 +$ 70.764 
Receivables, Net .... 73.951 191.446 -+ 117.495 
Inventories & Supplies........ 126.053 277.491 + 151.438 
TOTAL CURRENT ASSETS 369.898 709.577 + 339.679 
EE 509.956 1.172.284 + 662.328 
Investments vou 188.880 365.337. + 176.457 
Other Assets ........ ili 7.043 9.493 + 2.450 
TOTAL ASSETS ............ .. $1.075.777 $2.256.691 -+-$1.180.914 
LIABILITIES 
Accts. pay. & accruals........ $ 73.463 $ 200.001 +$ 126.538 
Purchase oblig., net ..... .125 3.820 + 3.695 
fr 22.088 83.047 + 60.959 
TOTAL CURRENT LIABIL. .. 95.676 286.868 -+ 191.192 
Other Liabilities 35.587 5.929 — 29.658 
IED cusicnsininisnpecneneniens 51.454 52.885 1.431 
long Term Debt . 100.315 185.895 -+ 85.580 
Common Stock 475.627 532.683 -+ 57.056 
ae slants 317.118 1.192.431 + 875.313 
TOTAL LIABILITIES ceeeee $1.075.777 $2.256.691 +-$1.180.914 
WORKING CAPITAL .......... $ 274.222 $ 422.709 +$ 148.487 
CURRENT RATIO .............. ’ 3.8 2.4 -- 1.4 


























nents into gasoline and other valuable products. 

All this adds up to getting more of these valuable 
products from each barrel of crude oil. At the same 
time, Socony Mobil Oil scientists continue to pioneer 
in the application of modern, high-speed computing 
methods to research in producing and refining. 
They are using electronic digital computers in work- 
ing out better ways of increasing recovery of crude 
oil and natural gas from underground reservoirs 
and in determining still more efficient refinery oper- 
ating conditions. In addition, these scientists have 
been doing important work in nuclear physics, es- 
pecially as it can be applied to exploration and pro- 
duction operations. Work in this field has been ex- 
tended further with the adoption in August, this 
year, of a comprehensive program of nuclear re- 
search, including a joint effort by eight American 
business enterprises in constructing 
the first nuclear reactor to be own- 
ed and operated by private indus- 
try for research in industrial and 
humanitarian fields. Because nu- 
clear processes, producing enor- 
mous quantities of energy as 
fission fragments and radiation, 
promises to be the most prolific 
source of energy that has ever been 
known, Socony intends to place 
increasing emphasis on this vital 
field of research. Among factors 
prompting this decision is that 
among various methods of energy 
conversion, chemical reactions of- 
fer great promise, and it is entirely 
conceivable that many of the pe- 
troleum-based fuels and lubricants 
of the future will be made by such 
energy conversion methods. 


Research in Nuclear Processes 


Expanding research in nuclear 
processes at a Nuclear Research 
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Center which, when erected, will be wholly owned 
and operated by Socony Mobil Research Laborato- 
ries, is symbolic of Socony Mobil’s program for 
growth as a world-wide, fully integrated oil organi- 
zation, with crude oil production, refineries, and 
other facilities in the Western and Eastern Hemi- 
spheres, and wholly- or partly-owned marketing 
facilities for all or various products in practically 
every country this side of the “iron curtain”. 

Some measure of the scope of its operations in the 
two hemispheres can be had from a break-down of 
1954 earnings, about 55% of which came from 
operations in the U. S., 13% from activities else- 
where in the western half of the globe and 32% 
from operations in eastern half which includes the 
Middie East containing oil reserves estimated at 
two-thirds of the world’s total. In this area, em- 
bracing Iran, Iraq, Saudi Arabia and the Qatar Pen- 
insuala on the Persian Gulf, Socony Mobil now has 
an interest, through oil agreements with soverign 
governments, equal to 6 billion barrels of the esti- 
mated total of 60 billion barrels of proved reserves. 

Together with seven other oil companies, Socony 
has established two operating companies to carry on 
exploration, producing, pipeline transportation and 
refining activities in Iran where, under a long-term 
agreement, large-scale exports of crude oil and 
products were resumed last year after more than 
three years inactivity. Averaging 300,000 barrels a 
day the first year, crude oil output is scheduled to 
increase to about 600,000 barrels daily in 1957. 
Socony’s share of output will amount to 10% or 
60,000 barrels a day on the anticipated 1957 produc- 
tion volume. This is in addition to the 10% interest 
in output of the operating company in Saudi Arabia 
area which averaged 953,000 barrels daily last year. 

Because of the rapid increase in demand in the 
countries normally supplied from the Middle East 
it is expected, barring unforeseen events, that this 
demand will continue to increase at about 5% per 
annum and that production from other Middle East 
countries will at least have to be maintained at cur- 
rent rates to meet requirements. 

The Middle East was the principal source of So- 
cony’s supply of crude oil sold in forgign markets 
last year. The six refineries of wholly-owned af- 
filiates in England, France, Germany, Italy and 
Austria processed in 1954 a daily average of 124,000 


barrels of crude. To this was added 36,000 barrels 
per day processed for its account by refineries of 
which it is part owner. To keep pace with the up- 
trend in demand for better motor fuels in competi- 
tive markets of Western Europe, Socony’s affiliates 
already have three new Thermofor Catalytic Crack- 
ing units in operation there, and another is schedul- 
ed to soon go into operation at Naples, Italy. These 
are all activities that are exclusive of those of Stand- 
ard Vacuum Oil Co., in which Socony Mobil has a 
half interest, and which is engaged in all phases of 
the petroleum business in South and East Africa, 
Southeast Asia, the Indian subcontinent, Indo- 
nesia, the Philippines and Japan. 

In these areas also there has been a steadily grow- 
ing demand for petroleum products, the “Stanvac” 
company showing a gain of 11% in sales last year 
over 1953. Although overall developments in the 
Middle East and Western European countries have 
been outstanding, the most significant developments 
in Socony’s growth have been taking place in the 
Western Hemisphere where heavy capital expendi- 
tures for producing and refining and other facilities 
are beginning to bear fruit. How extensive this ex- 
pansion program has been is indicated by expendi- 
tures in the six years to the end of 1954 totaling $1 
billion 265 million for producing, refining, market- 
ing, transportation and other facilities and equip- 
ment. Of this total, $265 million was expended in 
1954, $240 million of which went for producing, re- 
fining and other projects in the U. S., and $25 mil- 
lion largely for crude oil production in Venezuela 
and Canada. Capital expenditures in the current 
year will probably equal the 1954 figure, with the 
bulk again going into producing to further increase 
domestic crude oil and natural gas reserves which 
at the 1954 year-end were estimated at one billion 
63 million barrels and at about 8 trillion cubic feet 
respectively. 

Most of the new oil and gas reserves are in Louisi- 
ana tidelands in the Gulf of Mexico, and in West 
Texas, Oklahoma and California. Magnolia Petro- 
leum, Socony’s affiliate in the Southwest, has been a 
ieading operator and producer off the coast of 
Louisiana. It has a half interest in six oil and gas 
fields there, including what is known as the Block 
126 Field where a well uncovered the existence of 
17 shallow sands (Please turn to page 99) 





























Long Term Operating and Earnings Record 
Percent 
Earned 
Net Operating Total Income Net Net Net Div. on 
Sales Income Operating Income Taxes Income Profit Per Per Invested Price Range 
Millions__ Margin Millions. Margin Share Share Capital High Low 
1955 (6 mos. ended June 30). $ 832.5 $ 71.3 8.6%  $(N.A.) $ 25.0 $ 97.0 11.6% $2.77 $1.50! ate 26314-4978 
TUE \cnianeumnatisstenseutnnbuninensinliicnin 1.608.7 154.8 9.6 249.6 60.3 183.8 11.4 5.25 2.25 10.6% 547-35 
1953 . 1,606.5 188.0 11.7 256.3 64.3 187.2 11.6 5.35 2.25 11.5 375-30 
1932 .. - 1,560.5 171.4 11.0 232.2 56.6 171.0 10.9 4.89 2.00 11.3 4058-32 
1951 . 1,528.5 198.6 13.0 253.4 87.9 161.6 10.5 5.08 1.80 12.3 374-25 Ve 
1950 1.367.1 137.4 10.0 177.7 45.6 128.2 9.3 4.03 1.35 10.8 25%-16 
1949 1.226.7 98.0 8.0 100.0 17.7 98.3 8.0 3.09 1.10 9.0 17-14% 
1948 1.326.5 158.1 11.9 161.9 48.6 132.8 10.0 4.16 1.00% 12.9 23-14% 
1947 1,028.6 119.2 11.5 121.0 33.1 97.7 9.4 3.13 100 10.46 17M%4-13% 
1946 810.7 59.5 7.3 61.6 16.8 58.3 7.1 1.87 75 6.8 18%4-13% 
1945 828.7 46.5 5.6 48.4 6.3 41.4 5.0 1.33 65 5.2 18¥4-13% 
10 Year Average 1945-1954... $1.289.2 $133.1 9.9% $166.2 $ 43.7 $126.0 9.3% $3.81 $1.41 10.1% 54%-13% 











(N.A.)—Not available. 1 To September 10, 1955. 


“To September 20, 1955. 


5 Plus stock. 
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5 Sound Stocks 
With 
Above-Average Yields 


By OUR STAFF 


w upward pattern of the bull market, es- 
pecially in its latter phase, starting September 1953, 
may not have been broken in the recent violent 
breaks but has clearly been dented. For that reason, 
investors may have been impelled to consider: (1) 
where and when they should accept profits and (2) 
which type of stocks may be safer to invest in 
during an uncertain period in the market. 


In a market of the shifting type which seems 
likely for the period immediately ahead, “defensive” 
issues command especial attention. This is because 
they possess two features: (1) they are usually 
more shock-resistant than more volatile issues and 
(2) their yields are normally above-average, espe- 
cially at a time such as the present when yields on 
good to high-grade issues are unattractive to in- 
vestors who require as much income as practical, 
together with safety. 


In order to assist readers who may be interested 
in this type of issue, we have selected five that rea- 
sonably fulfill the functions of offering comparative 
market stability and, at the same time, a satisfactory 
return, under present market conditions. Three of 
these issues—Reynolds Tobacco “B”’, Detroit Edison 
and Commercial Credit may be said to belong, more 
or less, to the “defensive” type group. The remain- 
ing two—Inland Steel and Norfolk & Western—are 
more directly affected by shifting economic trends 
but have been selected as appearing to be somewhat 
behind the market for stocks in their respective 
groups. 

For invstors who may be interested in a “package” 
investment, a moderate commitment in each of the 
five stocks ‘would not only afford diversification but 
would produce the satisfactory average return of 
about 5.4% on the capital invested. For extra- 
cautious investors, an investment of 50% of the 
funds to be used, with the balance to be invested 
later in case the individual stocks should be avail- 
able at lower levels, would afford a sound means of 
“dollar-averaging.” 

Pertinent data accompanies each of the “thumb- 
nail” sketches. 
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COMMERCIAL CREDIT COMPANY 

BUSINESS: The company, the second largest in the consumer credit field, 
also engages in wholesale and commercial financing, factoring and in 
making direct loans. Subsidiary companies write automobile insurance, 
credit insurance, health, and life insurance. Also owns 8 manufacturing 
subsidiaries in diversified industries. 
OUTLOOK: The record of CCC, from the time of its formation in 1912, 
has been one of fairly consistent growth which has been so rapid in the 
postwar years as to justify it being termed spectacular. From 1947 when 
gross income amounted to $61.3 million, operations of the company have 
expanded to where gross income in 1953 reached a peak of $148.6 mil- 
lion. Over the same years net income grew from approximately $8 million 
to $23.8 million, or from $1.93 to $5.21 a share for the common stock, 
the only capital obligation. While the greater portion of the gain in 
gross and net income reflected the increasing volume of business done in 
retail motor instalment receivables, expansion in other fields of financing 
were contributing factors, as was also the growth of insurance sub- 
sidiaries, the net income of which rose from about $3.7 million for 1948 
to a 1954 record high of $7.2 million, this latter sum being approximately 
$1.8 million greater than in 1953. Total gross income for 1954, how- 
ever, largely reflecting smaller volume of motor instalment receivables 
due particularly to Chrysler Corp., shut-down for model changeover, was 
down to $135.6 million from the previous year’s $148.6 million, but net 
income for 1954 was at a peak of $24.2 million. This was equal to $4.86 
a@ common share on the slightly increased number of shares outsatnding 
The outlook for 1955 is for further gains. This is indicated by first 
half-year net income from all operations amounting to $12.8 million, up 
by almost $1 million over the 1954 first six months, and equal to $2.57 
a share compared with $2.55 a share in the like half of 1954. 
DIVIDENDS: Current annual rate of $2.60 a share, increased from $2.40 
in 1954, continues to be a conservative payout on the basis of last year’s 
earnings and indicated net for 1955. 
MARKET ACTION: Recent price of 4912, compares with 1954-55 price 
range of High—57%, Low—34%. At current price, the yield is 5.2%. 

COMPARATIVE BALANCE SHEET ITEMS 


December 31 June 30 
1948 1955 Change 
ASSETS 
(000 omitted) 
Cash & Marketable Securities $ 39,863 $ 152,233 + $112,370 
Total Receivables _- 493,676 1,086,571 + §92,875 
Less: Reserve for Rec. __. (CR) 26,016 (CR) 67,051 + 41,035 
Other Current Assets pete 2,130 25,560 23,430 
TOTAL CURRENT ASSETS 509,653 1,197,313 687,660 
Net Property __.. 1,025 11,743 + 10,718 
Invest. & Adv. Subs. 42,188 1,689 — 40,499 
Other Assets ..._. 1,344 8,733 + 7,389 
TOTAL ASSETS _... ..§ 554,210 $1,219,478 $665,268 
LIABILITIES 
Notes Payable ___. $ 284,794 $ 618,975 + $334,181 
Accounts Payable 17,093 40,285 + 23,192 
soos © Ley od a 8,908 20,973 12,065 
Custom los 8,853 29,329 20,476 
TOTAL CURRENT TIABILITies aanaan 319,648 709,562 + 389,914 
Unearned Prem. _.............. ‘ 34,951 + 34,951 
Reserves _.. mn ee : 1,012 7,306 + 6,294 
Minority Interest ___. ‘sien ‘ 26 63 + 37 
long Term Debt ____. : 135,000 284,363 + 149,363 
Preferred Stock ee 25,000 — 25,000 
Common Steck _.._.. PE ESTING 18,415 50,065 + 31,650 
SP , 55,1 133,168 + 78,059 
inter tee $ 554,210 $1,219,478 + $665,268 
Wee CAPT ........0n.2c0eee $ 190, $ 487,751 + $297,746 
RETR ee 1.6 —  }&~an_ 
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NORFOLK & WESTERN RAILWAY COMPANY 
AREA SERVED: From the east coast port of Norfolk, N. & W., serves 
southern Virginia, traverses West Virginia’s bituminous coal region, and 
extends west and northwest to Cincinnati and Columbus, Ohio, points 
of traffic interchange with roads serving the Great Lakes area and the 
west. Lines also extend from Winston-Salem and Durham, N. C., north- 
ward to Hagerstown, Md. 
OUTLOOK: Since 1945, capital expenditures of the road for additions 
and improvements to fixed properties, new equipment and equipment 
betterments have totaled in excess of $226.5 million. This has been done 
without borrowing any money. A significant development in late 1954 
was N. & W.’s acquisition of all the outstanding capital stock and bonds 
of the Chesapeake Western Ry., a 53-mile railroad serving a stable and 
prosperous territory in the Shenandoah Valley. The Chesapeake Western 
connects with the N. & W., at Elkton, Va., and at other points with the 
Southern Railway and the C. & O. The N. & W., despite the fact it 
crosses three mountain ranges between the Atlantic seaboard and the 
Ohio Valley, has one of the highest ratings from the standpoint of 
operating efficiency among the best of American railroads of comparable 
or greater length. Its transportation ratio in 1954, which is also an index 
to operating efficiency, was 31.57% of operating revenues, among the 
lowest of all major carriers. Because of this high rate of efficiency and 
continued efforts to effect savings it was able to bring down to net 
income 15.46% of total operating revenues in that year compared with 
7.19% for Class | roads as a whole, producing net earnings equal to 
$4.52 a share for the common stock. This compares with $4.83 a share 
in 1953. With operating revenues for the first 7 months of 1955 running 
ahead of those of a year ago by approximately 40%, and with con- 
tinued improvement in transportation and operating ratios, indications 
are earnings for this year should be in excess of $5.50 a share. 
Financial position is marked by more than $38 million in cash, and 
funded debt, cut to $35.8 million, earliest maturity is 1989. 
DIVIDENDS: Payments, made in every year since 1901, are currently 
being made on a 75-cent quarterly basis, supplemented in 1954 by 50 
cents extra, 
MARKET RANGE: Recent price of 5714, compares with 1954-55 price 
range of High—61%, low—39%. At current price, the yield on $3.50 
dividend rate is 6.1%. 


COMPARATIVE BALANCE SHEET ITEMS 








December 31 
19: Change 
ASSETS 
(000 omitted) 
Cash & Marketable Securities _......__. $ 74,397 $ 38,716 —$ 35,681 
“>a 13,085 15,555 + 2,470 
Materials & Supplies _._................. 11,313 19,704 + 8,391 
her Current Assets cacao 4,773 7 — 4,766 
TOTAL CURRENT ASSETS __........... 103,568 73,982 — 29,586 
RS OT eae 543,733 688,775 + 145,042 
Donations & Grants -___. oe ..(CR) 2,284 (CR) 4,861 + 577 
Depreciation & Amortization (CR)140,589 (CR)186,399 + 45,810 
Investments & Funds _................... 62,077 24,564 — 37,513 
I i onan seen inninniinabaaehcn inoue 489 722 + 2 
RT ES $ 566,994 $ 596,783 $ 29,789 
LIABILITIES 
TOTAL CURRENT LIABILITIES _____- $ 51,448 $ 31,171 —$ 20,277 
r Liabilities ___._. 515 882 367 
Unadjusted Credits ___. 6,055 + 5,079 
Adj. Preferred Stock __ 22,740 75) 
Common Stock ......._. ee 
long Term Debt ____- 35,792 — 14,74 
eee 359,495 + 58,616 
TOTAL. LIABILITIES ____. $ 596,783 +$ 29,789 
WORKING CAPITAL . $ 42,811 —$ 9,309 
TSE AALS 2.3 + 3 
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R. J. REYNOLDS TOBACCO CO. 
BUSINESS: Ranks as one of the largest cigarette manufacturers, pro- 
ducing “Camels” one of the biggest sellers among standard size, as 
well as “Cavalier”, a king size and “Winston”, a filter-tip cigarette. 
Other products include “Prince Albert’, a leader in the popular price 
pipe tobacco market, and a number of brands of chewing tobacco. 
OUTLOOK: For a half century, Reynolds Tobacco has built up a record 
for earnings stability and uninterrupted dividends which has made the 
Class “B’ common a reliable income producer and an attractive defen 
sive issue. While popularity of “Camel” cigarettes, the leader in the 
regular size field, has been an important contributor to the Reynolds 
record, the company has built up its strong position in the tobacco in- 
dustry through sustained sales of “Prince Albert’ pipe tobacco and 
“Days Work” chewing tobacco both of which have continued to lead in 
their respective fields. This position has been further strengthened in the 
past year by the introduction of ‘“‘Winston”, a filter-tip cigarette, which, 
within a short time after being put on the market, met with such 
demand that it became necessary to increase production capacity: this, 
despite the fact that all cigarette producers were confronted with widely 
publicized but unproved statements that cigarette smoking was a cause 
of lung cancer. Although Reynolds’ 1954 sales of $814.2 million were 
down from $876.1 million for 1953, net earnings, aided by termination 
of the excess profits tax, were the largest in its history reaching $44.8 
million, equal to $4.19 a share, up from $3.12 for the previous year. 
In the first half of 1955, sales increased to $413.4 million from $390.6 
million a year ago, with net earnings in the 1955 six-months’ period 
rising to $2.37 a share, indicating a full year’s net close to $4.75 for 
the “B” shares. 
DIVIDENDS: Quarterly payments, recently increased from 60 cents to 
70 cents, are not only amply protected but could be again increased 
on the basis of current earnings. 


MARKET ACTION: Recent price of 48%, compares with 1954-55 price 
range of High—50%2, Low—33%. At current price, the yield is 5.7%. 


COMPARATIVE BALANCE SHEET ITEMS 








nee 31 

19 han 
ASSETS eaeast 

(000 omitted) 

Cash & Marketable Securities _......___ $ 14,399 $ 23,562 $ 9,163 
Jl.  rieass eis 2,294 aia — 2,294 
Receivables, Net _................- 14,795 26,910 12,115 
Inventories 265,022 523,554 + 258,532 
TOTAL CURRENT ASSETS 296,510 574,026 + 277,516 
Rl Ra PS 15,476 40,260 24,784 
I i 1, 225 -- 1,438 
Ee A ee RR TER ee 1,57: 3,125 + 1,547 
i RN RARE. 315,227 $ 617,636 + $302,409 
LIABILITIES 
I $ 76,500 $ 74,000 $ 2,500 
Accounts Payable _.................___. 5,510 2,474 
ce a a as 65,362 48,083 
TOTAL CURRENT LIABILITIES 144,872 + 48,057 
long Term Debt _.........____. 120,000 + 114,000 
I ‘5,000 26,000 
RN IIE ccc tratan cicxnpdhthadeetssnesicssktamacindia | 
Surplus ________ 177,764 + 114,352 
TOTAL LIABILITIES $ 617,636 + $302,409 
WORKING CAPITAL ae y $ 429,154 $229,459 
CURRENT RATIO ...................... : 3.0 3.9 
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THE DETROIT EDISON COMPANY 
BUSINESS: Provides electricity to the southeastern section of Michigan, 
a territory consisting of 7,600 square miles, and containing a population 
of about 3.5 million located in the city of Detroit, 56 cities in adjacent 
area, about 74 incorporated villages and unincorporated communities, 
and in a rural area in which are located close to 32,000 farms. The com- 
pany is a leader in nuclear reactor research. 
OUTLOOK: The territory, in addition to Detroit, embraces among other 
communities Highland Park, Livonia, River Rouge and Hamtramck, is the 
center of the automotive industry. It is also highly industrialized, other 
principal output of its manufacturing plants including fabricated metal 
products, drugs and chemicals, paper, machinery, foodstuffs, and iron 
and steel, the latter industry being destined to expand in the Detroit 
area because of the supply of iron ore, limestone and coal close at hand, 
plus the fact that it is the largest manufacturing center of steel products 
in the world. In addition, Michigan’s fertile land makes the state one of 
the finest agricultural regions in the country. Detroit, now one of the 
largest ports in the U. S., should grow in importance upon completion 
of the St. Lawrence Seaway which should also result in further industrial 
expansion in southeastern Michigan, thus continuing the growth recorded, 
particularly in the decade beginning with 1944. Within this period Detroit 
Edison, to meet the residential, commercial and industrial demand for 
electricity, expanded its net output from 5.8 billion to 10.6 billion kilo- 
watt hours through capital expenditures for new facilities that have 
increased the utility property account from $350.4 million to $761.2 mil- 
lion. This will be further increased in 1955 by addition of new facilities 
at an estimated cost of $85 million to meet the steadily increasing use 
of electricity in the territory with indications that current year’s earnings 
will rise to about $2.25 a share compared with $2.05 last year and 
$1.30 for 1944. 
DIVIDENDS: Since the 5-for-1 split in 1941, annual cash dividends have 
been increased from 80 cents to $1.60 a share, the current rate, which 
continues an uninterrupted record extending over 46 years. 
MARKET ACTION: Recent price of 36, compares with 1954-55 price range 
of High—37%, Low—28%. At current price, the yield is 4.4%. 


COMPARATIVE BALANCE SHEET ITEMS 








December 31 
945 1954 Change 
ASSETS 
(000 omitted) 
Cash & Marketable Securities.........._- $ 3,861 $ 6,429 +$ 2,568 
Receivables, Net ......... 21,631 + 11,404 
Materials & Supplies --..- 27,627 + 21,601 
Other Current Assets ___.... 828 — 2,734 
TOTAL CURRENT ASSETS... 56,515 + 32,839 
Total Utility Plant _........ 761,771 + 407,161 
Investments & Funds _.._... atensda — 9,170 
> "ee ; = 1,390 + 1,390 
TET s11ccne ci nacnemepibnininwdd $ 819,676 + $432,220 
LIABILITIES 
TOTAL CURRENT LIABILITIES............$ 20,206 $ 49,886 +$ 29,680 
Fa a Tt nd 385 1,262 + 877 
Reserve for Depreciation.._........ es 85,668 139,660 + 53,992 
a EC 9,247 6,852 _ 2,395 
EEE 115,000 345,401 + 230,401 
STAR ELITE 127,989 216,605 + 88,61 
Te seeuden 28,961 60,010 + 30,04 
TOTAL ad $ 387,456 819,676 + $432,220 
SE Co .cconccousussucusee $ 3,470 $ 6,629 +$ 3,159 
i aw See 1.1 _ £# i # i ilaiaasp 
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INLAND STEEL COMPANY 


BUSINESS: An integrated steel producer with a rated ingot capacity of 
5 million tons annually that ranks it as the 7th largest company in the 
industry. Its plants with diversified output of steel products, are located 
in a strong competitive position to serve the important Chicago steel 
market. Its marketing position is further strengthened through a wholly- 
owned marketing organization with warehouses in principal centers 
throughout the nation. 

OUTLOOK: Inland Steel, in 1954, completed its 61st year and operated 
at 96.2% of rated ingot capacity as compared with 71.1% for the steel 
industry as a whole. This notable achievement which points up the com- 
pany’s advantageous plant locations in the big Chicago steel-consuming 
territory was made more so by 1954 earnings, after taxes, reaching a 
new peak at $41.2 million, equal to $7.92 a share on the outstanding 
capital stock, including the addition of 213,006 shares issued on con- 
version of debentures. In the previous year, earnings of $33.8 million 
were equal to $6.90 a share on the smaller amount of capital stock then 
outstanding, thus continuing to reflect Inland’s growth, rated ingot 
capacity having been increased from 3.4 million tons in 1949 to 5 mil- 
lion tons at the start of 1955. This will be further increased to 5.2 million 
tons early in 1956 as part of a $40 million expansion program that 
also includes raising coke capacity and providing additional finishing 
facilities. Indications are that new production and earnings records will 
be set by Inland in the current year. In the first six months operations 
averaged 103.6% of rated annual ingot capacity and net earnings 
reached $23.4 million, equal to $4.33 a share on the outstanding stock. 
At 1954 year-end, working capital stood at $158.1 million while long- 
term debt of $97 million had been reduced from $111 million outstand- 
ing at 1953 year-end. 

DIVIDENDS: Quarterly payments, increased this year to $1 a share from 
75 cents paid previously, are widely covered and should continue to pro- 
vide secure income on this high quality issue possessing good growth 
potentials. 

MARKET RANGE: Recent price of 8212, 
range of High—91'4, Low—407%. 


compares with 1954-55 price 
At current price, the yield is 4.8%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1945 1954 n 
ASSETS Change 
(000 omitted) 

Cash & Marketable Securities 48,871 $ 94,826 +$ 45,955 
Receivables, Net .........__...._.. 12,518 31,793 19,275 
eee 40,923 100,439 59,516 
TOTAL CURRENT I senses 102,312 27,058 124,746 
Net Property .......... teats 74,075 109,085 135,010 
invest. & Adv. 2,570 10,920 8,350 
Other Assets ieakind cai 3,089 13,624 + 10,535 
RATT . $ 182,046 $ 460,687 + $278,641 
LIABILITIES 
Eo $ 1,250 $ 2,855 +$ 1,605 
Accounts Payable _____. 10,314 27,912 + 17,598 
SI donitciiemtsibeamunsiannet 4,555 16,851 12,296 
5 "aie 2,531 21,288 + 18,757 
TOTAL CURRENT ‘LIABILITIES naan 18,650 ’ + 256 
Reserves _- eiieniemeilout 10,389 7,519 - 2,870 
long Term Debt ____- 30,907 ,002 + 66,095 
Common Stock - 62,500 78,016 + 15,516 
SS Raa anenaies 59,600 209,244 + 149,644 
TOTAL LIABILITIES ...........__. ....$ 182,046 $ 460,687 + $278,641 
~_  _ kaart. $ 83,662 $ 158,152 +$ 74,490 
EE cic binnadctpenudecuébous 5.6 3. _ 3 
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where do they 
stand today? 


. a protracted period insurance com- 
pany stocks, as a group, have attained a high invest- 
ment rating, and have become attractive to an in- 
creasing number of investors interested in quality 
issues that over many years have proved to be 
dependable dividend payers and continue to possess 
strong growth characteristics. 

Moreover, this recognition of insurance stocks 
as conservative media for investment funds has 
widened substantially in recent years as investment 
trusts, rapidly increasing pension funds, and other 
institutional buyers have added such issues to their 
portfolios. Demand for such issues has also been 
increased by the liberalization of laws in a number 
of states permitting use of the “prudent man” rule 
under which a portion of trust funds may be placed 
in conservative common stocks, including those of 
fire and casualty insurance companies, under certain 
conditions. 

Interest in such issues has been further broad- 
ened by the action of the Massachusetts State Leg- 
islature in June, 1953, enacting into law a bill grant- 
ing permission to savings banks in that state to 
invest a portion of their funds in the stocks of cer- 
tain fire and casualty insurance companies that 
qualify under the law. New York is another state 
that has adopted a similar policy. Through an 
amendment to the state banking law in the early 
part of this year, savings banks are now permitted 


By W. A. HODGES 


to invest a portion of 
their funds in the com- 
mon stock of any casu- 
alty or fire insurance 
company created under 
the laws of the U. S., or 
of any state, district or 
territory thereof, provid- 
ing such company has no 
senior securities out- 
standing; has, together with its insurance sub- 
sidiaries, capital stock, surplus and voluntary re- 
serves of at least $30 million; shall have paid divi- 
dends on its common stock in each year for a period 
of 10 fiscal years next preceding the date of invest- 
ment by such savings bank; and shall have, to- 
gether with its insurance subsidiaries, in the fiscal 
year immediately preceding the date of such invest- 
ment, not more than 55% of net premiums written 
in respect of risks involving loss or damage to prop- 
erty by fire or in respect of liability of owners and 
operators of motor vehicles for personal injury and 
property damage. 


Long Earnings and Dividend Records 


The recognition accorded fire-casualty insurance 
stocks by these states and by the growing number 
of institution and individual investors is logical in 
view of the relative safety of investment in the in- 
dustry. This is made manifest by the earnings and 
dividend records over a long period as well as by the 
longevity of the many fire and casualty underwrit- 
ers. Of the 66 major companies having outstanding 
stock available for public investment 44 have been 
in business 50 years or longer. This includes 23 
that have been in the field for 100 years or more, 
the oldest having been organized in 1792, or 163 
years ago. Over the long-term these major compa- 
nies demonstrated the inherently profitable nature 
of the business which throughout its history mani- 
fested growth characteristics. Growth, as a matter 
of fact, mirrors the constantly rising need of in- 
surance protection as the population and material 
wealth of the nation expands. This is an essential 
need, existing whether the general economy is at a 
high or a low level and its constant presence pro- 
vides an important factor of safety and stability to 
the fire and casualty insurance business. Homes, 
manufacturing plants, automobiles, raw and finished 
goods in transit by rail, truck or marine transport, 
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must be protected against loss by fire or other form 
of destruction if the general economy is to operate 
effectively. Obviously, there is a great variance of 
he risks against which insurance is provided and 
ridely diversified sources of insurance company 
premium income. 
These sources continue to expand. Illustrating 
this is the record of the 10 years to the end of 1954, 
uring which premiums written by stock fire and 
casualty insurance companies have more than tripled. 
From about $2.2 billion in 1944, the volume by 1954 
Whas risen to more than $7 billion. The rate of in- 
Mcrease should accelerate over the next ten years. 
This is a reasonable expectation considering the 
ore rapid increase in population and a correspond- 
ing growth in the number of homes, manufacturing 
plants, other types of building, automobiles, and the 
greater volume of all types of goods needing in- 
surance protection. The favorable outlook for con- 
Mtinued expansion in insurance premium volume is 
further enhanced by the likelihood that additional 
iforms of insurance such as multiple-risk policies, 
Jaccident and health, and extended coverage policies, 
‘for instance, will extend the fields of fire and casu- 
‘alty companies’ operations. 
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Safety Through Diversified Risks 


With 47 states now permitting multiple-line un- 
derwritings, i.e., writing of both fire and casualty 
insurance by the same company, most of the fire and 
‘casualty companies are writing varied types of in- 
surance. These may be broadly classified as fire and 
pcasualty insurance, and include auto liability and 
‘property damage, general liability, inland and 
ocean marine, accident and health, and extended 
icoverage. The latter, a relatively new line, extends 
iprotection afforded by fire insurance policies to in- 
clude additional hazards such as damages caused by 
windstorms, riot, smoke, explosion, damage from 











falling aircraft, etc. A number of companies, in- 
cluding those making up the “fire group” also write 
fidelity and suréty policies with coverage providing 
a variety of guarantees such as indemnification of 
employers against embezzlement and other losses 
by dishonest acts of employees; proper performance 
of duties by fiduciaries and public officials, satis- 
factory performance of contracts, etc. Other pre- 
mium income is derived from miscellaneous lines of 
insurance including tornado, hail and glass insur- 
ance, burglary, boiler, machinery, and workmen’s 
compensation. 

For the “fire group” fire insurance continues 
to be the biggest line, although ratio of such busi- 
ness to that of casualty and other types will vary 
company by company. For instance, Fireman’s 
Fund (San Francisco), ranking 10th in premium 
volume among the stock companies writing fire and 
casualty policies, consolidated net premiums from 
fire underwriting in 1954 amounted to a little more 
than $46 million, or 24.2% of total net premiums 
of $191 million written in that year. Other risks 
were highly diversified, the next largest from the 
standpoint of premiums written being auto liability 
and property damage amounting to 15.9%, followed 
by inland marine premiums representing 12% of 
the total, with the balance of premium volume being 
in such risks as auto physical damage, fidelity and 
surety, extended coverage, ocean marine, workmen’s 
compensation, “other liability and property dam- 
age’, glass, etc. Firemen’s Fund, with its subsidi- 
aries which includes the National Surety Corp., is 
one of the largest multiple-line fire and casualty 
groups in the country. 

This diversification of risks by Fireman’s Fund 
is a good example of the growth of insurance under- 
writers into multiple-line companies. The records of 
a number of other companies exemplify this. For 
instance, Hartford Fire Insurance Co., now the 
third largest property (Please turn to page 100) 






























































al Pertinent Data on Leading Fire and Casualty Insurance Companies 
; 1954 Net 6-yr. Average 
ill Indicated Operating Net Operating Price Times Estimated Current 
he | Approx. Annual Approx. Earnings Earnings per 6-yr. Aver Net Worth Price to 
4 Price Dividend Yield Per Share Share 1949-54 Earnings 12/31/54 Net Worth 
‘¢ | I FD GID coecesaccncccsocctvcctocccoscceecens 66 $ 2.40 3.6% $ 3.90 $ 5.98 11.0 $114.06 57.8% 
IN TIDE cc cccnccoscussnessnienincnssnonsnnnaee 31 1.30 4.1 1.80 2.69 11.5 48.21 64.3 
Continental C PRES ST ane nie aes 115 1.40 1.2 6.09 3.56 32.3 53.79 201.3 
ae 96 3.00 3.1 5.13 5.73 15.0 127.63 75.2 
B]) Federal Insurance ........cccccccccccsssssssssssssssesssssese 39 0.80 2.0 2.23 2.05 18.0 35.72 109.1 
STINE JUMEINIITIIIIIIID® -sciionisiitnninsiiehsienincntelaeniensenndanecliiatasa 54 2.20 4.0 1.89 6.70 8.0 85.36 64.5 
| IIIT CTI "sc icsicctnsiiecettiaimesselndelonhienieeibetanbienilen 69 1.80 2.6 4.42 4.43 15.5 69.28 99.5 
iy RII IIIS «i snissicancnsensenetensensieietantion 41 1.10 ones 2.82 3.67 11.1 64.11 63.9 
Glens Falls Insurance 74 2.00 2.7 5.15 6.17 12.1 101.06 136.5 
ee . . 39 1.50 3.8 2.46 2.88 13.5 61.48 63.4 
REED TEED cccccsnidhoastdiincempnbamdasonnaie 48 2.00 4.1 1.79 4.24 11.3 73.86! 64.9 
EEN eee ee 150 3.00 2.0 8.81 8.68 17.2 144.07 104.1 
I III Gincccinciiessieehannabesnottatabdasinlacbenantes 47 2.00 42 0.31 3.36 14.0 74.91 62.7 
I MINED, SNIP NEEL: (IDs. - scanesnssnsiiinentaoniasunssennnene 110 2.50 2.2 5.41 5.62 19.5 102.26 107.5 
Massachusetts Bonding  .................ccccsceseeeeeees 40 1.50 3.7 3.50 2.02 19.8 48.59 82.3 
SEES aera e eee eee 3.00 3.0 3.84 7.95 12.5 158.75 62.9 
| National Union 2.00 4.6 3.53 5.15 8.3 69.37 61.9 
j| New Amsterdam 1.80 3.2 5.71 4.38 12.5 86.50 63.5 
ae ee ae a a 57 1.10 19 2.94 2.79 2.04 39.20 145.4 
en 65 1.80 2.7 10.98 5.76 11.2 87.87 73.9 
me mani 
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History 

The stock market break in the 
trading session of Monday, Sep- 
tember 26, tiggered by the shock- 
ing news of President Eisenhow- 
er’s heart attack, ranks among 
the widest in modern times, ac- 
counted for by the combination 
of suddenly created investment 
uncertainty and a technical posi- 
tion impaired by major and pro- 
tracted prior rise in stock prices. 
Despite the advanced level of the 
Dow industrial average, it did not 
set a new record for a one-day 
fall. It amounted to 31.89 points, 
or 6.54%, on a_ closing-price 
basis; and 43.20 points, or about 
8.8%, from the intraday Septem- 
ber 23 high to intraday Septem- 
ber 26 low. The record break 
was 38.33 points, or 12.8%, on 
October 28, 1929, signalling the 
unmistakable start of the devas- 
tating 1929-1932 crash. Measured 
by intraday extremes, that day’s 
memorable “bust” was 46.85 
points, or 15.4%. 
Others 

Some other big one-day breaks 
were 7.1% on July 20, 1933, and 
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Comparison 
Centering in political consider- 
ations, the recent’ sensational 


break is most comparable with 
the plunge resulting from Tru- 
man’s surprising victory over 
Dewey in the 1948 election. The 
lutter took the industrial average 
down about 4.5% on the day fol- 
lowing the election, about 10% 
in six trading sessions following 
the election, and 11.6% by the 
end of election-month November 
of that year. It took the average 
il months to get back above its 
immediate pre-election high. 
Meanwhile, the mild 1948-1949 
recession, taking the market to its 
mid-1949 minor-bear-market low, 
had run its course. At this point, 
comparisons end and conjecture 
begins. As brought out in our 
market discussion, a more reveal- 
ing test is ahead in a more orderly 
and less emotional market, fol- 
lowing partial recovery from the 
big September 26 break and 
prompt cancellation of part of 
the rally. With the visibility im- 






paired and ability of the marke 
to resume its bull trend doubtful 
all suggestions made here will bk 
of mostly defensive character. 


Copper Stocks 

All good copper news has beer 
discounted. The metal’s 43-cent 
domestic price is unlikely to go 
higher. It could go lower on any 
dip in demand. The Department 
of Commerce has forecast a closer 





supply-demand balance by or be 
fore the end of the fourth quar. 
ter. The price is far-out of line 
with that of aluminum, giving 
the latter metal increasing com 
petitive advantage in many op 
tional uses. At this writing, cop! 
per shares are down moderately 
from their highs, but still wel 
advanced in their long-term 
range. Suggestion: Take profits 
and shift the funds to_ bonds 
good-grade preferred stocks ot 
high-quality, stable-dividend in- 
come equities. 


Bond Outlook 
Policy of the monetary author 
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7.6% in the following session. INCREASES SHOWN IN RECENT EARNINGS REPORTS 

That was a technical adjustment, 1955 1954 Montgom 
following sharp prior percentage Great Northern Rwy. .........0000000es 8 mos. Aug. 31 $3.12 $2.36 Andersor 
rise from an extremely depressed General Telephone ................--. 8 mos. Aug. 31 1.55 1.17 Sheraten 
base. Others were 6.7% on May CT acd i uence aaccodwuma’ 6 mos. Aug. 31 1.05 48 Nash., C 
14, 1940, and 6.8% on May 21, Rta Mies Ge. ....c.sccsccccsceccs 12 mes. Aug. 31 2.34 1.96 Snes t 
1940, both incident to the Nazi I Sa gi eka ig, ei ne elie 6 mos. July 31 -31 .14 Gould-Ne 
sweep into France, bringing home Nc enounacsewones Year June 30 25 07 Amold ¢ 
the real meaning of World War May Department Stores ................ 6 mos. July 31 .64 45 Universal 
II launched by Hitler. The news Winn & Lovett Grocery ..............5. Year June 25 1.12 9 American 
of the start of the Korean war Peeateme Tise G@ GHG 2. c cccccccceces 9 mos. July 31 4.62 3.51 Gamewel 
brought a June 26, 1950, market eee C0 GD Bn, Bae, oncscccnnccaccas 9 mos. July 31 1.45 56 

break of 4.7%. 
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ities must allow for normal au- 
tumn expansion in business credit 


@needs and for the Treasury’s Oc- 


tober financing. Moreover, it is 
likely that the Reserve Board will 
“stop, look and listen”, pending 
clearer light on the impact of the 
President’s illness, and his almost 


S certain elimination as a 1956 can- 


didate, on market and business 
sentiment. All of this suggests 


that official credit restriction may 
not be carried to severe propor- 


tions and may actually end. If so, 
the bond market should now have 


Mceen its low for at least some 


time to come. It has already im- 
proved mildly. The implications 
of stabilized interest rates are 
favorable for buyers of bonds, 
preferred stocks of money-market 
grade and defensive-type common 
stocks. Certainly the risk in such 
securities is now slight compared 
with that in cyclical-type and 
speculative common stocks. 

| Utilities 

| Electric utility stocks are 
jamong the best suited for income 
and defensive purposes. Any idea 
ijthat the industry would be sig- 
inificantly harmed, should the 
1956 election put a Democrat in 
the White House, is nonsense. The 
New-Deal break-up of the non- 
integrated holding companies is 
an accomplished fact, was a good 
jthing and has benefitted investors. 
|The industry has grown side by 
side with such degree of public 


lin§}power development as we have 


ving) 
OM 
Op- 
cop! 
ite 7 
wel 
erm 


had; and will continue to grow 
if additional public power proj- 
ects should be pushed in a few 
areas, the number of feasible 
hydro-electric areas being limited. 
The public mood does not call for 
any political crusade against utili- 





ofits 


ties; and, if it remains as now, 


nds jit will call for election of a middle- 
; of read President, whether Demo- 


il 


\crat or Republican. As previously 


/pointed out, it remains a gradual- 
‘growth industry in output, rev- 
‘enue, net income, share earnings 


hor: 








and dividends. 


Selection 

There are many sound utility 
stocks. Here are some, among 
others, which should be aided in 
relative market position by proba- 
bility of boosts in regular divi- 
dend rates either before the year 
end or within the first quarter 
of 1956: American Gas & Electric, 
Central & South West, Gulf States 
Utilities, Oklahoma Gas & Elec- 
tric, and Washington Wafer Pow- 
er. Special appeal attaches to the 
latter since it is indicated that 
around 75% or a bit more of divi- 
dend payments this year and 
through 1957 will be tax-exempt, 
because considered under tax law 
as a return of capital. At 38, the 
stock’s present $1.70 dividend 
provides a gross yield of nearly 
4.5% and a boost to $1.80 rate 
before the year end appears to be 
a reasonable expectation. 


Cigarettes 

In line with what we have said 
before, the Department of Agri- 
culture recently stated that “the 
main impact of the publicity con- 
cerning cigarettes and health ap- 
pears to have occurred in 1954”. 
It estimates that unit consump- 
tion of cigarettes will show a 4% 
1955 gain and predicts some fur- 
ther gain next year. We remain of 
the opinion that investment risk 
in American Tobacco and Reyn- 
olds Tobacco, the two best is- 
sues, is relatively low. With yields 
well above average, we repeat 
that these stocks strike us as 
sound and conservative buys. 


Small Loans 

The small-loan business is a 
fairly stable one, and remains in 
a gradual-growth trend. Taking 
advantage of the latter, all larger 
concerns in the field are enlarg- 
ing their own potentials by pro- 
gressive expansion in the number 
of loan offices operated. The com- 
panies are mostly lenders of 
money they borrow from banks 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1955 1954 
Montgomery Ward & Co. .............. 6 mos. July 31 $1.70 $1.80 
Anderson, Clayton & Co. .............. Year July 31 2.51 3.65 
Sheraton Corp. of Amer. ............... Quar. July 31 .37 1.13 
Poe, Cheek. SS. b. Baw. . 220s cccecces 7 mos. July 31 -92 7.34 
Ce ceccuneseuveeeaenesae Quar. July 31 1.39 1.50 
Gould-National Batteries ............... Quar. July 31 74 84 
Arnold Constable Corp. ............... 6 mos. July 31 .25 .33 
SE GT WEED nc sccccccccsecee Year June 30 3.18 3.46 
American Ship Building ................ Year June 30 1.32 5.62 
PT Ch ssh 56s sseubasendenaaan Quar. Aug. 31 65 89 











and otherwise, loans far exceed- 
ing their owned funds. Earnings 
will be higher this year, and gen- 
erally at record levels, expansion 
of loan volume more than offset- 
ting increases in costs centering 
chiefly in higher interest rates on 
their borrowings and expense of 
new-office openings. Some moder- 
ate further dividend boosts prob- 
ably are ahead. One the basis of 
dividend-yield attraction, recom- 
mended issues are American In- 


vestment, Beneficial Finance, 
Family Finance and Seaboard 
Finance. 

Others 

Some other relatively stable 
lines of business and_ selected 


good-grade income stocks therein 
are the following: Food products 
(Beech-Nut Packing, Corn Prod- 
ucts, General Foods, Heinz, Stand- 
ard Brands and United Fruit). 
Proprietary drugs (Sterling 
Drug, Avon Products, Vick Chem- 
ical). Ethical drugs (Abbott Lab- 
oratories; Parke, Davis). Baking 
(National Biscuit, Sunshine Bis- 
cuits). Dairy products (Borden 
and National Dairy). Flour mill- 
ing (General Mills). Food store 
chains (First National, Kroger, 
National Tea, Jewel Tea). Variety 
chains (Grant, Kresge, Murphy 
and Woolworth). Shoes (Brown 
Shoe, General Shoe, Edison Bros., 
Melville Shoe). Natural gas (Pa- 
cific Lighting, American Natural 
Gas, Consolidated Natura] Gas, 
Mississippi River Fuel). Bank 
stocks (Bank of America, Manu- 
facturers Trust, First National 
City, Chemical Corn Exchange, 
Irving Trust, Marine Midland, 
New York Trust). Finally, there 
is the telephone field, with selec- 
tion no problem at all, since, 
American Telephone is a favored 
choice among all income stocks in 
any fields. There is, of course, no 
question about the dividend, 
which is a $9 fixture, and the 
stock is now on a yield basis of 
about 5%. 
Growth Stocks 

All widely known, popular 
growth stocks are over-priced on 
earnings potentials for some 
time to come, and many could 
prove vulnerable to considerable 
decline in a market now deprived 
of “Eisenhower confidence”. On 
the other hand, a few less widely 
known issues are priced around 
10 times current earving power, 
and are good values to buy on 
market recessions. Two such are 
Halliburton Oil Well Cementing, 
and Union Oil of Cal. —END 
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The Business Analyst 
WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 


For five months now, weekly sales of department stores have 
been ahead of year-earlier figures. Demand for fall and winter 
goods, as an indicator of what the weeks ahead hold, has been 
brisk. Looming ahead is the heaviest Christmas volume in history. 
Should it fail to materialize (there are few doubters), unwieldy 
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inventories certainly would 
lead to widespread “distress” 
sales in January. Confidence 
in upcoming Yuletide busi- 
ness is easy to understand. 
After all, employment is at a 
record high of more than 65 
million and unemployment is 
down to 2.5 million. Wage 
and salary income is at an 
annual rate of $219 billion, 
almost 8% ahead of a year 
ago. Gross national product, 
which is sum total of the na- 
tion’s output of goods and 
services, is estimated at an 
annual rate of more than 
$390 billion, a gain of about 
5% from the record estab- 
lished in 1954. 


Many retailers probably 
are more worried about their 
ability to obtain clerks and 
other personnel to help out 
in the Christmas rush than 
about prospective demand 
for their wares. Indeed, ad- 
vertisements for holiday help 
are bobbing up early this 
year. 


Another source of concern 
to retailers is rising prices, a 
problem that will linger long 
after Christmas adornments 
have been dismantled and 
grow in scope. Already, the 
range of these boosts is con- 
siderable, affecting appli- 
ances, apparel, sporting 
equipment, fuel products, 
tobacco items—in fact, the 
list grows with each passing 
day. Numerous producers, 
incidentally, are deferring 
price increases with the holi- 
day rush season ahead. 
Early 1956, however, is cer- 
tain to witness another rash 
of price increases. Many 
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from 1956 sales 
once consumers be- 
come convinced that 
by buying now they 
are beating price 
hikes. 

Appliance manu- 
facturers and pro- 
ducers of wearing 
apparel, whose 
products are in 
plentiful supply, 3 = 5: gre level r 
have not been de- Vi Mirefiected tt 
terred from boost- ihe fast se 
ing prices. Indeed, Petersburg 
they had no alter- ere tradi 
native asprofitmar- Ss ——5 Bi initial offe 
gins were narrowed by rising wage-material costs. It woulgh®Ur'ties | 
be a mistake to suppose, as many apparently do, that eveyr°Y°'OPMe 
“discounters” can cut prices indiscriminately. Their margi but also th 
may be a modest 10%, but that margin must be there if they Pr°OUroges 
are to hike their net through volume. That margin is fac tic we 
with shrinkage in such lines as appliances, home furnishing felieve thi 
and apparel, as manufacturers jack up prices. Higher prices!" 1° | 
for metals and metal products, as an example, already hav). The Veee 
seeped through to all manufacturing levels. They are going)”, with 
to be reflected to an increasing extent at retail level this 9 > on 
winter and the spiral has only begun, for more wage in 56. This 
creases are ahead. The boost in the minimum wage, to $] ontag . 
from 75 cents hourly, goes into effect on March 1. Congr a 7 ~~ 
agreed to that pay rise and companies will find themselv a. a 
agreeing to others. Slee. ta 


Consumer credit terms now are coming in for closer scrutiny, boominc 
from bankers. More and more banks are insisting on mort — on 
substantial down-payments and shorter repayment periods. ltiwhile busin 
addition, they are becoming more fussy about berrowetlinterest chi 
Since they don’t have enough money to meet all demandsifight. As a | 
they can afford to be. Banks derive no pleasure from turninipf the natic 
away these loan applications, for it is a highly lucrative seg 
ment of their business. In the post-war period, it has come te) 
assume a growing role, accounting for 13% of all commercid 
bank loans, compared with 7% in 1947. The banks have buil 
up this business over the years, extending credit for everythingip ane 5 
from purchase of an automobile to payment of personal in- ae 
come taxes. They do not relish the idea that business they 
turn away is being seized upon by finance companies and 
retailers who handle their own paper. 
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Whatever the long-range implications of tightening creditignd furnit. 
consumers still can arrange credit payments with comparativfrigerators 








ease. This should be a powerful stimulant to Christmas busijolume in 

ness. It explains booming sales, not only of cars but of the big = Ap} 

appliances, such as home-laundry units. ‘ 
PCTOBER 
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\ HIGHLIGHTS 


> ONEY & CREDIT—Strength in fixed income securities has 

Embeen co feature of recent trading, in marked contrast to 
S=simpcute stock market unsettlement evoked by the Presi- 
_ sudden illness. The financial community is fully 

ognizant of the contra-cyclical role assigned to money 
ates, which could bring a reversal of current credit 
policy if the sudden clouding of the political picture 
hould have repercussions on the economy. Investors 
ere not slow to size up the implications of recent de- 
elopments and previous caution was succeeded by good 
Hemand for high-grade bonds. In the week since the 
President became ill, long-term Treasury obligations 
bdded 4 to '2 point and corporate bonds improved on 
b wide front. Tax exempts continued to rise and yields 
o fall. By September 29, the return of a representative 
Pmverage of these obligations was 6 basis points under 
fwhe level reached early in the month. New issues also 
freflected the resurgence of demand, as exemplified by 
he fast sell-out of the $69 million issue of Richmond- 
Metersburg Turnpike Authority revenue bonds, which 
lwere trading at a % point premium two days after the 
nitial offering. The healthy appetite for fixed-income 
ecurities reflects not only the increased possibility of 
ye pevelopments that could change credit policy eventually, 
argid Pt also the relative scarcity of new flotations which has 
tf thes encouraged investors to bid more aggressively for avail- 

Sat jpble issues. Recent market improvement, however, may 
‘hing telieve this scarcity by encouraging prospective bor- 
price towers to bring their wares to market. 

h _ Treasury's latest new money borrowing was in 
poled ine with expectations, consisting of $2.75 billion of 
1 this 4% tax anticipation certificates maturing June 22, 

. 19956. This brings to better than $7 billion, the total 
je in : he 
< $) orrowed since Ju!y 1 to meet the usual deficit incurred 
ore 1 the first half of each fiscal year. An additional $1 
sail illion will be req.".ed before the end of December and 

timations are that this will also be of the short-term 
oriety. Adherence to short-term loans while business 
booming points up a recurring Treasury problem, 
inging on the undesirability of floating long-term bonds 
ds. ltfwhile business is receding and a reluctance to incur high 
welilinterest charges when business is good and credit is 
ands ight. As a result, the process of lengthening the maturity 





























Irninief the national debt continues to be a difficult one. 
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RADE—Satisfactory retail trade has characterized Sep- 
mber business. Dollar volume for the week ending 
enesday, September 28, has been about 3% ahead 
fa year ago, according to estimates by Dun & Brad- 
_Htreet. Household furnishings have been in good demand 
redititnd furniture sales ran well above a year ago. Re- 
rative) trigerators and electric stoves were popular items while 
busifolume in television sets and radios was noticeably 
e bighigher. Apparel sales showed some improvement while 
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food buying remained at high levels, moderately above 
a year ogo. 


———o— 


INDUSTRY—Many companies boosted output further in 
September and there were only a few reducing levels 
of production during the month, according to the latest 
report by the National Association of Purchasing Agents. 
Most manufacturers reported that new orders were at 
least as good as in August, which had been a record 
month. Industrial buyers have been adding to inventory 
holdings in order to take care of increased sales. In some 
cases, however, heavy demand for their products plus 
shortages of needed materials has prevented an in- 
crease in stocks of goods. Inventory holdings had risen 
strongly in August, gaining $400 million during the 
month, according to computations of the Commerce De- 
partment. Part of this gain reflected price improvement 
rather than an increased volume of goods on hand. 


--—-~-O--—-— 


COMMODITIES—The Bureau of Labor Statistics’ index of 


93 

















Essential Statistics 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOO; 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES-$b (e) | July 2.8 3.7 3.0 1.6 (Continued from page 93) 
Cumulative from mid-1940 — | July 596.5 593.7 555.2 13.8 spot prices of 22 leading commoditig 
rose 0.8% in the two weeks endin, 
FEDERAL GROSS DEBT—$b Sept. 27 277.4 277.2 274.7 55.2 September 30, to close at 90.2% d 
MONEY SUPPLY-$b the 1947-1949 average, almost eve 
Demand Deposits—94 Centers Sept. 21 56.3 55.1 55.0 26.1 with the 90.4% level of a year ago 
Currency in Circulation Sept. 28 30.3 30.4 29.9 10.7 All components of the index wert 
BANK DEBITS—(rb) ** higher in the latest fortnight with ray 
New York City—$b______ | Aug. 67.8 60.7 67.0 16.1 foods gaining 0.9%, industrial com 
343 Other Centers—$b__ Aug. 1128 1049 97.1 29.0 modities 0.7%, livestock 1.6%, metal 
— 0.8%, textiles and fibers 0.5% ani 
PERSONAL INCOME-—$b (cd2) July 304.7 301.2 287.1 102 fats and oils 4.0%. 
Salaries and Wages___________- | July 212 208 197 99 
Proprietors’ Incomes —_______-_—. | July 48 49 48 23 a 
Interest and Dividends. July 27 26 25 10 
See eee ed el = " New orders for MACHINE TOOL 
Suly + " : advanced slightly, to $65.4 million ig 
POPULATION—m (e) (cb) Aug. 1655 165.2 162.7 133.8 August, from $64.4 million the pre 
Non-Institutional, Age 14 & Over— | aug. 117.5 117.4 1163 101.8 vious month, but were 50% aheat 
Civilian Labor Force Aug. 67.7 67.5 65.5 55.6 of a year ago, the National Machin 
Armed Forces Aug. 3.0 3.0 3.3 1.6 Tool Builders Association has reported 
unemployed — | Aug. 2.2 2.5 3.2 3.8 Shipments in August were far below 
Employed Aug. 65.5 65.0 62.3 51.8 incoming orders, amounting to $48) 
In Agriculture Aug. 7.5 7.7 6.9 8.0 million, while output for the month 
Non-Farm Aug. 58.0 57.3 55.3 43.2 was valued at $66.1 million. The 
Weekly Hours. Aug. 42.6 42.7 42.2 42.0 industry's backlog of orders has been 
EMPLOYEES, Non-Farm—m (1b) Aug. 49.8 494 48.1 37.5 | rising steadily and it would take 5] 
Government ~ | Aug. 67 67 6.6 48 months at current production rates t¢ 
—" ae hue, 10.6 10.6 10.3 79 complete all orders currently on the 
Factory__ Aug. 13.2 13.0 12.4 117 books. This compares with 5.4 month: 
Weekly Hours____________ | Aug. 40.8 40.4 39.7 40.4 on the basis of end of July backlog: 
Hourly Wage ($)___ | Aug. 1.89 1.89 1.79 «77.3 and 3.2 months in August, 1954, ai 
Weekly Wage ($) Aug. 77.11 76.36 + =71.06 +~=—-.21.33.: | that month’s output rate of $1061] 
PRICES—Wholesale (1b2) Sept. 27 111.3 111.4 110.0 66.9 million. 
Retail (cd) July 208.6 207.8 209.7 116.2 * * * 
COST OF LIVING (1b2) Aug. 114.5 114.7 115.0 65.9 NEW HOUSING STARTS 
Feed... Aug. 111.2 112.1 113.9 65.9 recovered 
Clothing Aug. 103.4 103.2 103.7 59.5 smartly in August from the July slumpy 
Rent Aug. 130.5 130.4 128.6 89.7 with 123,000 dwellings begun, up 
RETAN TRADE-$b** from the previous month's 115,000 
Retail Store Sales (cd) July 155 15.4 143 47° | Starts. On a seasonally adjusted basis 
Durable Goods July 57 5.6 49 11 August starts were equivalent to 1, 
Non-Durable Goods_____ July 9.8 9.8 9.4 3.6 304,000 units at annual rates versu: 
Dep't Store Sales (mrb)_ — | July 0.94 0.86 0.85 0.34 | |',202,000 in July and 1,211,000 « 
Consumer Credit, End Mo. (rb) July 32.9 32.5 28.7 9.0 year ago. Mortgage financing for the 
new homes was about equally 
MANUFACTURERS’ divided between conventional and 
New Orders—Sb (ed) Total** ~~? _— site =e — Government-guaranteed mortagages. 
Durable Goods > oi a = = Of the latter, many were from the 
Non-Durable Goods red oe ae = pap large backlog of applications on file 
Shipments—$b (cd)—Totals** — | Avg. a engl -_ 0 with the FHA and VA prior to the 
Durable Goods Avg. — = — - tightened credit regulations that were 
Non-Durable Goods Aug. 13.5 13.2 12.2 4.2 introduced on July 30. 
BUSINESS INVENTORIES, End Mo.** 
Total—$b (cd) July 79.2 78.8 77.6 28.6 * * * 
Manufacturers’ July 43.9 43.8 43.4 16.4 
Wholesalers’ July 1.9 11.8 11.8 4.1 EXPORTS from the United States were 
Retailers’ July 23.4 23.2 22.4 8.1 valued at $1,267 million in July, 
Dept. Store Stocks (mrb) July 2.5 2.5 2.5 1.1 down from $1,317 million in June 
BUSINESS ACTIVITY—1—pc Sept. 24 2143 2146 1868 141.8 and 2% under a year ago, the Census 
(M. W. S.)—1—np Sept. 24 273.0 2725 2335 146.5 Bureau has reported. The drop from 
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latest Previous Pre- 
LOOK Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
) ~~ TB INDUSTRIAL PROD.-Ia np (rb) Aug. 140 139 123 93 year-ago levels was the result of a 
ditieay Mining Aug. 120 120 109 87 sharp cut in military shipments under 
ndin Durable Goods Mfr... | Aug. 158 155 135 88 the Mutual Security Program, which 
1% Non-Durable Goods Mfr________ Aug. 126 126 114 89 came to only $128 million in July, 
ever f CARLOADINGS—t—Total Sept. 24 819 822 710 933 versus $268 million in the similar 
aga Mise Freight Sept. 24 399 400 352 379 1954 month. Among commercial ex- | 
werk Mdse. LC. I Sept. 24 65 65 65 66 ports, the sharpest decline from June | 
h ravi Grain ___| Sept. 24 56 54 51 43 to July was in cotton which fell almost | 
COMB ELEC. POWER Output (Kw.H.) m Sept. 24 10,756 10623. 9072 3266. | 22° Million. There were sizable in- | 
ete —— ee eo i creases in exports of tobacco, grains 
ond S077 COAL, Prod. (st) m Sept. 24 9.6 10.0 8.3 10.8 and nonmetallic minerals. IMPORTS | 
‘fg Cumulative from Jan. 1________| Sept. 24 330.9 321.3 273.5 44.6 into this country were cut to $885 
ae. ind no —____—_— July 68.0 69.5 67.2 61.8 million in July, from $939 million a 
} PETROLEUM—(bbls.) m _ OO month earlier. 
Crude Output, Daily—___ Sept. 23 6.7 6.7 6.2 4.1 
OOL! Gasoline Stocks____.________| Sept. 23 152 152 151 86 3 
on ing Fuel Oil Stocks Sept. 23 47 47 57 94 ; 
oil Heating Oil Stocks Sept. 23 143 141 126 55 The railroads ordered 13,405 NEW 
head WUMBER, Prod.—(bd on) ~ | Sept. 24 200 a — = FREIGHT CARS in August, far above 
chine 1% ey ‘bd. a rec ~~ a - a the 2,425 cars ordered a year ago, 
‘rte — ee. en under July new orders for 
an .~ einer (st) m re a a 6.7 r 18,007 units. The August decline in 
548i See See eee Paencmerancen ug. 66. 57.5 74. orders from July levels was the first 
‘ontif ENGINEERING CONSTRUCTION downturn in five months. Freight car 
The AWARDS—$m (en) Sept. 29 266 433 234 94 deliveries in August continued to lag, 
ball Cumulative from Jon. 1________| Sept. 29 14,134 13,868 = 10,828 5,692 amounting to only 3,480 units, but 
; rt MISCELLANEOUS ——s still ahead of the 2,192 cars delivered 
es ty Paperboard, New Orders (st)t____ | Sept. 24 256 247 211 165 in July. Order backlogs rose strongly, 
: the Cigarettes, Domestic Sales—b____ | _ June 36 34 35 17 to 52,803 units at the end of August 
anths Do., Cigars—m a 510 506 510 543 from 42,888 a month earlier and only 
clog __02 Manufactured Tobacco (Ibs.)m.| June we ww 8 28 13,013 a year ago. . 
4, al b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes 


06.1f§ cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record Seasonally adjusted index 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureav (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa 
tion for population growth. pe—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers 
st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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eredy es 0 seniitnteninabinn 
smp 1955 1955 
upfa No. of 1955 Range 1955 1955 (Nov. 14, 1936 Cl.—100) High Low Sept. 23 Sept. 30 
000 Issues (1925 Cl.—100) High Low Sept. 23 Sept. 30 100 High Priced Stocks ......... 220.1 180.6 220.1 209.3 
oske = 300 Combined Average ..... ; 329.8 282.0 329.8 314.4 100 Low Priced Stocks ........ , 392.5 343.5 389.8 374.0 
» 1.4 4 Agricultural Implements .... 348.7 264.9 348.7 327.1 4 Gold Miming  ......ccceseeeeeees 806.0 649.1 691.9 699.0 
SUS 3 Air Cond. (‘53 Cl.—100).... 116.0 91.6 97.4 91.6L 4 Investment Trusts ........... 157.1 143.8 155.6 149.7 
0 10 Aircraft (‘27 Cl.—100)........ 1084.9 871.7 982.9 955.1 3 Liquor (‘27 Cl.—100) .......... 1155.7 961.3 1155.7 1090.9 
OM 7 Airlines (‘27 Cl.—100).......... 1263.6 971.2 1107.1 1044.3 9 Machinery 395.8 317.7 356.6 330.7 
the 4 Aluminum (’53 Cl.—100).... 388.1 191.1 388.1 364.5 3 Mail Order see 217.9 159.3 217.9 206.5 
ally OS ae eee 180.6 147.0 174.2 166.2 © Geet Fe cman ‘ 134.4 112.8 122.4 116.4 
and 9 Automobile Accessories .... 368.6 308.3 368.6 355.9 5 Metal Fabr. (‘53 Cl.—100) 187.0 155.9 187.0 177.1 
6 Automobiles ................c000000 55.8 44.3 55.8 53.9 10 Metals, Miscellaneous ......... 452.3 358.2 445.0 419.7 
9°SB 4 Baking ('26 Cl.—100) ........ 30.6 27.8 30.3 29.5 BS cle inthennegs . 1057.8 767.1 1057.8 993.2 
the 3 Business Machines .............. 930.6 657.4 844.2 797.6 i 680.3 590.0 680.3 650.2 
file 6 Chemicals ........cccccccccessseeseees 584.5 466.6 579.6 550.1 22 Public Utilities .......... _ 258.5 234.8 258.5 249.1 
the ea 20.3 14.8 19.9 18.6 7 Railroad Equipment ............ 88.4 73.4 86.9 80.9 
4 Communications ..............-- 116.6 103.9 108.1 106.0 Be III . csnsntadsiantentiemnnntinnsininien 77.9 64.7 77.2 72.6 
VOTER 9 Construction ....c.cccsssssssssveeeee 127.3 1064 1273 119.6 565.7 459.9 5243 501.3 
I 747.7 675.1 747.7 725.9 320.9 219.2 320.9 298.3 
7 Copper Mining ............cs0-+ 333.4 222.2 314.8 291.7 I wcenscinniin 68.8 56.1 61.8 60.7 
2 Dairy Products 127.0 117.6 122.3 118.8 fo ne 964.0 813.2 964.0 930.5 
6 Department Stores 100.2 80.0 100.2 94.5 10 Television (‘27 Cl.—100)...... 47.3 40.7 45.2 41.9 
5 Drugs-Eth. (‘53 Cl.—100)...... 151.2 129.6 148.5 143.1 5 Textiles 188.9 148.4 188.9 187.4 
vere 6 Elec. Eqp. (‘53 Cl.—100).... 174.7 154.4 162.2 154.4L 3 Tires & Rubber .................. 172.6 137.8 172.6 162.4 
uly,§ 2 Finance Companies _......... 651.1 577.3 626.5 595.8 5 Tobacco 95.7 81.9 95.7 93.1 
une 6 Food Brands ....ccccccsccecsceees 300.6 264.0 271.9 264.0L |. | oa 315.0 286.9 311.9 299.4 
all eee 163.7 137.7 160.8 153.6 15 Unclassif’d (‘49 Cl.—100).... 158.1 146.3 152.2 147.8 
rom l—New Low for 1955. 
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Trend of Commodities 
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Response of commodity futures to the sudden change 
in the political outlook was in line with what might 
have been expected in most cases. Farm prices rallied 
strongly on first news of the President's illness, but profit- 
taking set in shortly thereafter to reduce the advance. 
In the case of cotton, reports of a big improvement in 
the crop outlook converted the original gain into a sharp 
decline. Such recent high-flying industrial commodities 
as copper and rubber were lower on fears of a possible 
easing of business. The Dow-Jones Commodity Futures 
Index lost 3.53 points in the two weeks ending October 
3, to close at 151.0. December wheat added 2 cents in 
the period under review to close at 203%. Improved 
prospects of a Democratic victory next year brought in 
heavy initial buying while farm offerings remained small. 
Later reports of drought-breaking rains induced profit- 


taking, which wiped out part of the earlier gains. Supj 
plies of wheat in foreign producing countries are @ 
record-breaking levels this year but the domestic breg 
grain often disregards the world situation because ¢ 
special factors operating in this country. December cont. 
advanced 1'4 cents in the two weeks ending October jf#/ 
to close at 131%. Harvesting of the crop is due tor the 
















usual seasonal expansion which will temporarily weight 
on the market. However, the tremendous discount of 
corn prices from official support levels will encour if 
farmers to place crops in the loan, wherever po:sibk 
Cotton weakened suddenly on the last day of the peri 
on news that private forecasters were predicting that th 
crop would be far in excess of the Government's Septen 
ber estimate of a 12,873,000 bale crop. December cotty 
lost 1.29 cents that day after being off the daily limif 




































































































































































































































U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — 1947-1949, equals 100 


Date 2Wks. 3 Mos. 1 Yr. Dec. 6 

Sept.30 Ago Ago Ago 1941 

22 Commodity Index : 90.2 89.5 90.9 90.4 53.0 
SS See 79.0 78.3 86.4 93.3 46.5 
3 Raw Industrial .......... 98.7 98.0 94.0 88.3 58.3 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1955 1954 1953 1951 1945 1941 1938 1937 
High ...... 160.5 154.4 162.2 215.4 111.7 88.9 57.7 866 
lew... 153.6 147.8 1479 1764 986 582 47.3 546 














WHOLESALE COMMODITY PRICES 

130 . 130 lj 

ALL COMMODITIES 
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Crown ( 
expansion 
ning for 2 
Date 2Wks. 3 Mos. 1 Yr. Dec. 6 cilities for 
Sept.30 Ago Ago Ago 1941 
RENE SCR Enea , 120.7 119.7 109.5 99.3 54.6 
WD II sctenctetenctssnniiarmens 78.9 78.5 83.2 88.8 56.3 = 
© I Ee indicate 63.4 60.7 65.8 69.0 55.6 
| COMMODITY FUTURES INDEX ff 
JUNE JULY AUG, SEPT OCT NOV. DEC. f} 
170 | - 
| | DOW -JONES \Chicago Cor, 
| | | COMMODITIES INDEX | [Blitincis Powe 
| | | 
American Ci 
} 
160 i = z= 
































Average 1924-26 equals 100 Pittsburgh P 


Chain Belt 
1955 1954 1953 1951 1945 1941 1938 1937 


. Jo 173.6 183.7 166.5 2145 95.8 743 658 938 
Low ...... 150.8 167.3 153.8 174.8 83.6 58.7 57.5 647 = 
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Vanadium C 
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Chrysler Corp, 1956 line of cars now is on public 
few and the improvements and innovations along 
With styling should enable that company to carve out 
neven larger share of the automotive market, now 
ear 20%. From the Imperial, high end of the line, 
o the Plymouth, its low-price car, Crysler products 
nce more embody the latest engineering advances. 
op-flight engineering, of course, is a Chrysler hall- 
ark, but the newest models represent the best job 
f body styling ever achieved by that company. Em- 
jhasis has been placed on low, slim, taut lines. 
hrysler hardtop and convertible models are five 
nches longer than the 1955 products. The year now 
lrawing to a close has been a banner twelvemonth 
or Chrysler. Assuming a continuance of a prosper- 
us economy in 1956, Chrysler should continue to 
record considerable progress. 

Crown Cork & Seal Co. is partaking of the general 
expansion of industry in vigorous manner, by plan- 
ning for a new $1.5 million headquarters with fa- 
cilities for research in chemical, metallurgical, phys- 
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ics and analytical laboratories, the company is de- 
veloping along lines of greatly increased diversifica- 
tion of products. Earnings have been disappointing 
for the past three years, however, but second quar- 
ter 1955 earnings ‘showed substantial improvement 
and were the largest for any similar period since 
the third quarter of 1951. Third quarter 1955 earn- 
ings undoubtedly were affected by a reduction in the 
volume of cans sold caused by damage to vegetable 
crops during recent hurricanes. However, improve- 
ment is expected in the fourth quarter. For the full 
year, earnings may be somewhat higher than the 
72 cents a share earned in 1954, but full effects of 

expansion program are not expected until 1956. 
Marquette Cement Manufacturing Co. A special 
stockholders’ meeting has been called for November 
7 to ratify the directors’ plan to split both common 
and preferred stocks on a 2!. for 1 basis. The un- 
usual split of the preferred stock was required in 
order to preserve its voting power status. The rise 
in the shares has long since heralded the split, the 
common having advanced this 








Important Dividend Changes 





September 19 to October 3 


INCREASED DIVIDENDS 


Chicago Corp. : oe S OS Qu. | Gillette 


Minois Power Co. 65 Reynolds Metals . 


American Can .50 Qu. | Texas Utilities 


Life Savers 


INITIAL DIVIDEND General Motors 


' Reliable Stores (New) .............. $ .20 


EXTRA DIVIDENDS 


Pittsburgh Plate Glass .. . $1.15 


1.00 Cudahy Packing 


Chain Belt 
.30 


i Vanadium Corp. of Amer. Byers (A. M.) 


STOCK DIVIDENDS (Including Stock-Splits) 


Texas Pacific Coal & Oil 


Molybdenum Corp. of Amer. 


siicesiamaninnens a . . OMITTED DIVIDENDS 


year from a low of 661. to a high 
of 91. Dividends on the common 
were recently increased from 60 
cents quarterly to 75 cents. On 
this basis, the quarterly dividend 
on the new shares will be 30 cents. 
After the split, it is proposed to 
offer approximately 250,000 
shares of the new stock to assist 
in financing the $16 million ex- 
pansion program which will add 
3 million barrels to annual capac- 
ity. The company is among the 
most energetic in the field and in 
the period 1948-54 invested $32.5 
million in new facilities. Though 
earnings for 1955 probably will 
show a considerable increase over 
the $5.19 a share earned in 1954, 
the common stock apparently has 
already discounted much of the 
improvement in the sharp rise 
from the low of 3414 in 1954 to 
the current price level near 90. 


100% 


100 
100 
200 
100 
100 








(Please turn to page 107) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at 


intervals. 


reasonable 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


1. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


or 


Special rates upon request for those requiring additional service. 





American Can Co. 

“I am interested in a good quality 
stock with dependable income. Would 
American Can stock qualify?” 

American Can Company’s com- 
mon stock is of good quality and 
a reliable income producer and 
the issue is regarded as defensive 
as the major part of the com- 
pany’s cans and paper containers 
goes to the food-packing industry, 
which is regarded as very stable. 

American Can Co. recently 
placed its common stock on a 
$2.00 annual dividend basis, rais- 
ing the regular quarterly pay- 
ment from 35¢ to 50¢. According 
to the president of the company, 
“‘An important factor underlying 
the dividend increase is progress 
already achieved in the company’s 
post-war expansion plans.” 

Both the volume of business 
and net profit of American Can 
for the first half of 1955 set new 
high records. Sales and rentals 
for the six months ended June 
30, 1955 amounted to $307,839,- 
962, a 714% increase over the 
$286,344,375 reported for the first 
half of 1954. Net income for the 
half year, after provision for 
taxes, amounted to $14,417,672, 
equivalent after preferred divi- 
dends to $1.19 per share on the 
common stock. In the first half of 
1954 net income was $13,070,070, 
or $1.07 a share on the common. 

A change was made on Janu- 
ary 1, 1955 in report of the com- 
pany’s operations and company 
charges sales with the actual 


amount of selling and administra- 
tive expense incurred. If the pre- 
vious method of allocation had 
been continued, earnings for the 
first six months of this year 
would have been $1.28 per share. 

Sales and revenues for the 
second quarter amounted to 
$171,117,272, compared with 
$159,218,831 for the similar 
quarter a year ago. Net income 
for the second quarter amounted 
to $9,172,584, or 77¢ per share 
on the common stock, compared 
with $7,937,463, or 66¢ a share 
on the common stock in the simi- 
lar quarter a year ago. 

The improvement in business 
for the first half has been broad- 
ly based and is the result of high- 
ly diversified spread of the com- 
pany’s products. There has been 
further improvement in the car- 
bonated beverage business, re- 
flecting the company’s leadership 
in developing flat-top cans for 
this growing industry. 

Prospects over coming months 
continue favorable. 


Central Hudson Gas & Electric Co. 

“I would appreciate receiving late 
earning data on Central Hudson Gas & 
Electric Corp. and also dividend pay- 
ments.” B. P., West Farmington, Ohio 

Central Hudson Gas & Electric 
Corp. serves a territory in the 
Hudson River Valley, supplying 
electricity and natural gas in 
Poughkeepsie, Beacon, Newburgh, 
and Kingston, New York. It also 
supplies electricity in 22 incor- 


porated and 458 unincorporat 
villages, and at wholesale to Ne 
York State Electric & Gas Con 
Orange and Rockland Electr 
Co., and Ellenville Electric 

Operating revenues of Cent 
Hudson Gas & Electric Corp. fy 
the three months ended June 3 
1955 totaled $6,169,504 compar 
with $5,514,518 for the san 
period a year ago. Revenues fra 
regular customers showed a gai 
of $625,702 to $6,133,803. 

Net earnings for the quarte 
amounted to $802,757, equivalem 
to 23.8¢ per share on 2,664,0if 
common shares outstanding, com 
pared with earnings of $776,1 
or 27.5¢ on 2,259,642 comma 
shares a year ago. Earnings fq 
both periods are after intere 
and income reservations, and }b 
fore quarterly dividend requir 
ments of $168,096 in the currey 
quarter and $155,347 in the 193 
quarter. 

Operating income after fede 
taxes was $1,169,578 for th 
three months ended June 3 
1955, compared with $1,045,81 
for the same period a year ag 

For the twelve months endé 
June 30, 1955, net income wa 
$3,346,120 or $1.02 per comme 
share, compared with $2,817,17 
or 97.2¢ a share a year ago. Th 
earnings are after interest am 


income reservations and befor 


preferred dividend requirement 
of $637,885 in the latest twelve 


month period and $621,389 fo 


the earlier twelve-month perioé 

Operating revenues were $24, 
472,978 for the year ended Ju 
30, 1955 against $22,398,855 i 
the previous year. Operating it 
come after federal taxes wi 
$4,614,926 compared with $3 
839.389. 

Net income has shown a mod 
erate but steady rise in each @ 
the past four and one-half yea 

Dividends have been paid cot 
secutively since 1903. Ninetee 
cents was the most recent qua 
terly rate. Prospects contin 
favorable. 

(Please turn to page 108) 
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Socony Mobil— 
| In New Dynamic Phase 


; 
(Continued from page 84) 





katurated with oil and gas, sug- 
esting this field may be one of 
She most important discoveries. 
' At the end of 1954 Socony own- 
dor had under lease 12 million 
indeveloped acres, on large parts 
*f which in areas remote from 
ny important production it is 
ontinuing geological and geo- 
bhysical work and wildcat drill- 
mg programs. Normally, several 
ears of exploratory efforts will 
be needed before conclusive re- 
Tults are obtained. 
§ Such operations have not been 
Bonfined to U. S. areas. Socony’s 
ctivities in Western Canada, 
which began some 10 years ago, 
have been meeting with consider- 
Bble successes. There its proved 
“Preserves at the end of last year 
Hwere increased to about 82 mil- 
ion barrels while wildcat drilling 
n other Canadian fields resulted 
n six discoveries last year. One 
ff these, the Pembina Field in 


yest-central Alberta, discovered 
‘Hn 1953, is proving to be the larg- 
st single oil field found in North 


merica since 1948. Socony has a 
half interest in 48,000 acres in 
he Pembina, with its share of re- 
Herves estimated at as high as 50 
Jnillion barrels. Production from 
Bhis field can be transported by 
bipeline to Socony’s new 35,000- 
barrel-a-day refinery which went 
‘on stream” last December at 
erndale, Wash. This is the first 
ul-scale refinery in the U. S., 
sracific Northwest, and is ideally 
tituated for the distribution of 
Petroleum products in this rapid- 
~- Wy growing territory. 


Although Socony Mobil Oil 


1merowth in the postwar era has 


been truly dynamic, of equal im- 
mortance has been the ability of 
he company to make its huge 
apital expenditures averaging 
218.5 million in each of the 
Peven years, including 1955, with- 
put incurring long-term debt 
ether than $75 million in 1.85% 
erm notes payable to banks, due 
pn 1958. At the same&time it in- 
greased shareowners’ equity from 
852.7 million at the end of 1945 
0 $1 billion 725 million at the 
lose of 1954. To date the only 
angible evidence shareowners 
have been given of this increase 
7 net worth of the business has 
been a stock dividend of 2% paid 
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in December, 1948. And notwith- 
standing the enormous capital 
expenditures in the 7-year period, 
the great bulk of which came 
from retained earnings and in- 
ternally generated funds, strong 
finances have been strengthened, 
cash and marketable securities 
increasing since 1945 by more 
than $70 million and net working 
capital rising to $422.7 million, a 
gain of $148.4 million. 

Because of the need for the 
retention of earnings to meet de- 
velopment and expansion needs, 
dividends on the capital stock 
have held at a modest rate. Last 
vear, however, as well as the year 
before, the regular quarterly dis- 
tribution of 50 cents was supple- 
mented by a year-end extra of 25 
cents. This is the least that can 
be expected this year, but the 
strong finances could be a factor 
in the adoption of a slightly more 
liberal attitude. At current price 
around 54, the vield on indicated 
$2.25 annual dividend is 4.17%, 
an attractive return on a high 
quality investment issue that 
appears worth holding for long- 
term growth. —END 





Tremendous Changes 
Coming in TV—Movies 
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About the only thing that is 
certain now is that the wrang- 
ling will go on, with Pay TV 
many years away. David Sarnoff. 
chairman of the board of RCA, 
has suggested that the issue be 
put before the voters in the next 
Presidential election. Mr. Sarnoff, 
who is hostile to Pay TV, has no 
doubt what the public would 
answer to the question of whether 
it should be for free or for money. 

Rut there can be no doubt that 
the public will pay handsomely to 
witness the telecast of a top-flight 
sports events, even traveling 
great distances to attend. This 
was illustrated once more in Sep- 
tember, when a heavyweight title 
bout attracted 325,000 people who 
paid in $1,240,000 at 129 theatre 
box-offices for the privilege of see- 
ing the fight on the closed-circuit 
TV screen. The figure would have 
been much higher, but there just 
weren’t enough seats and theatres 
(properly equipped to see the 
telecast) to accommodate the 
public. At a conservative esti- 
mate, the gross would have been 


10 times as great if set-owners 
had been permitted to watch the 
fight in their living roof for a 
small charge. 


Conspiracy’ Is Charged 


The box-fight is cited to under- 
score the potential multi-million 
clientele that would pay to see 
topnotch sports and theatrical 
events. It is questionable, how- 
ever, whether Hollywood can wait 
for the emergence of such a sys- 
tem. It may be that the legal 
cards are stacked against a wait- 
and-see attitude. The Justice De- 
partment already has charged 
several film companies with hav- 
ing contrived by “concerted” ac- 
tions to withhold illegally 16-mm. 
prints of movies from TV. A 
categorical denial of such a “con- 
spiracy” has been entered. The 
defendants also have denied vio- 
lating the restraint-of-trade pro- 
visions of the Antitrust Act. De- 
fendants are Twentieth Century, 
Columbia, Warner, R.K.O. Pic- 
tures and Universal, as well as 
their subsidiaries. Before the trial 
started, three other defendants 
signed consent decrees, which 
oblige them to make available to 
TV a percentage of their product 
before August 1, 1948. The com- 
panies are Republic Pictures, 
Films, Ine. and Pictorial Films, 
Inc. The Theatre Owners of 
America, an organization of large 
theatre interests, has been named 
a co-conspirator in the complaint, 
but was not named a defendant. 

It is the contention of the de- 
fense that there is no such “film 
as a 16-mm. industry” and it is 
asserted that revenue from such 
non-theatrical sources amounted 
to about 3% of the industry’s 
total revenue. Moreover, the de- 
fense added, by eliminating the 
armed services as 16-mm. cus- 
tomers, the income would drop to 
about 1% of total revenues. The 
defense also stated that between 
1949 and 1954 the average price 
paid by TV interests for a feature 
movie has risen from $7,589 to 
$50,008. Movie-makers argued 
that the “freeze” imposed by the 
Government on new stations from 
1948 to 1952 limited the ability of 
the TV people to pay for films. 
Counsel for the defense argued 
that “it would have been economic 
insanity for any of the defendants 
to have licensed their quality pic- 
tures to TV prior to 1952.” Counsel 
also declared that the absence of 
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Coming in TV—Movies 
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conspiracy on the part of the film 
companies was demonstrated by 
the fact that over 3,600 features 
were made available to TV by 
1954. 

It is not our function to pass 
on the merits of litigation. What 
does seem clear to us, however, is 
the growing tendency in Holly- 
wood to settle down with the 
glamour girl who is invading 
everybody’s parlor. It makes 
sense and dollars, too. After all, 
TV is the predominant element in 
a burgeoning business that has 
2.550 manufacturers and 3,730 
broadcasters. The electronics in- 
dustry employs directly and in- 
directly more than 3 million per- 
sons. And as a final tidbit, sales 
for the electronics industry tote 
up to about $11 billion a year. As 
they say in Hollywood: “It’s co- 
lossal!”’ 

From the standpoint of the in- 
vestor, companies in the field that 
offer the brightest promise in- 
clude Loew’s, Twentieth Century, 
Columbia Pictures, Paramount, 
Universal and Warner. Standouts 
in the TV field are RCA, Colum- 
bia Broadcasting System, Ameri- 
can Broadcasting-Paramount, Mo- 
torola, Zenith and Magnavox. 
Other companies with a consider- 
able stake in TV with substantial 
investment appeal include General 
Electric, Westinghouse Electric 
Corp., International Telephone & 
Telegraph and Sylvania.—END. 





Where Do Insurance Stocks 
Stand Today? 
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insurance carrier in the U. S., to- 
tal net premiums written in 1954 
were $335.3 million. Of this total, 
$72.6 million or 21.7% repre- 
sented premium volume in fire 
risks with related business bring- 
ing “total fire’ premiums. to 
$155.6 million, or 46.4%, all of 
which was exceeded by premium 
volume in casualty risks, the larg- 
est of which from premium stand- 
point was auto liability and prop- 
erty damage amounting to $84.4 
million, workmen’s compensation 
of $40.9 million, followed by sub- 
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stantial premium volume in “‘other 
liability and property damage”, 
fidelity and surety, and various 
miscellaneous lines. 

The Home Insurance Company 
of New York, doing business for 
the last 102 years, has grown to 
be the largest individual premium 
writer among fire insurance com- 
panies in this country. Its net pre- 
miums in fire risks written in 
1954 amounted to $93.8 million, 
or 42.6% of total net premiums 
of $219.9 million. Of this total, 
16% was in premiums in casualty 
insurance of various types, and 
41.4% in premiums in such risks 
as ocean marine, inland marine, 
auto physical damage, and ex- 
tended coverage. 

This variance of risks under- 
written by insurance companies 
and the widely diversified sources 
from which to draw premium in- 
come provides a further element 
of safety. It is always possible, 
of course, that the insurance car- 
riers in one year or another will 
have to meet great losses from 
fire or hurricanes, payments of 
which will put underwriting ac- 
counts in the red. This was true in 
1954, when several of the fire 
companies issuing extended cov- 
erage were hard hit by the three 
hurricanes that swept the east 
coast during the second half of 
the year. Yet, the composite fig- 
ures for all stock fire and casualty 
companies show that over the 22 
years to the end of 1954 the 
average profit margin on under- 
writing in that period amounted 
to 6 percent. 

In viewing the insurance com- 
panies estimates of underwriting 
profits over the immediate future 
are based on the assumption that 
losses that will have to be met 
will be neither abnormally high 
nor extremely light. The accuracy 
of this assumption is borne out 
by the 22-year underwriting rec- 
ord to which reference has al- 
ready been made. Moreover, in 
every state, insurance companies 
are regulated in varying degree 
and insurance rates are periodi- 
cally adjusted up or down per- 
mitting reasonable underwriting 
profit margins. Such state super- 
vision, of course, is primarily to 
assure solvency for the protection 
of the policyholders, but it reacts 
to the stockholders benefit inas- 
much as safeguards created in 
the interest of policyholders im- 
plies profitable operation over the 
year. 


Insurance Underwriting 
A Dual Business 


Equally important, however 
from the shareowner’s viewpoint 
is the company’s ratio of pm 
miums written to capital funds 
Actually, insurance companies 
are conducting a dual busines 
made up of income in the form ¢ 
premiums by underwriting insy. 
ance risks, and income and capitg 
gains from investments of vari. 
ous kinds which entails the map. 
agement of a closed-end inves. 
ment trust, the vehicle fo 
underwriting profits. This invest. 
ed capital provides a “guarante 
fund” to meet claims promptly 
and fully which exceed reserve 
accumulated from current pre 
mium income. At the same time 
this retention of underwriting 
profits, typical of practically al 
insurance companies, makes po 
sible a steady accumulation of 
capital funds from year to year, 
resulting in greater investment 
income, and permitting a larger 
volume of insurance to be written 
with a resulting increase in pre 
miums to be earned and reinvest 
ed. This policy of putting pre 
mium income back into the 
business should continue, as it 
has in the past, to increase invest 
ed assets per share, provide 
greater investment income and 
increases, from time to time, in 
dividends on the capital stock. I 
is a policy that makes insurance 
stocks good quality growth issue 
for investors more interested in 
long-range potentials and yet ar 
concerned with income throug) 
dependable dividend payments. 


Life Insurance Companies 
Although life insurance stocks, 


generally traded over-the-counter, 
are at relatively high prices, they 


are less well known to the invest}... 


ing public than many other type 
cf corporate securities. As 3 
group, however, they have been 
increasing in popularity over 
the last several years, scoring 
price advances running as hig! 
as 100% since we presented a list 
of selected life insurance stocks 


in the June 26, 1954 issue of Thep 


Magazine. These gains, extending 
a 10-year record of advancing 


prices, reflect the favorable def 


velopments in the life insurance 
field. 


The industry enjoyed a recort) 


(Please turn to page 102) 
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1 Coming: Still another new Pure Oil 


urance 



















issues . . 
—e Refinery Unit 
1roug! 


nts. Giant catalytic reformer is newest example 
ies of PURE’S expanding refinery operations 


stocks, 
unter [big things have been happening at Pure... . Last year a whole new refinery was 
3. ther Oil refineries—and there’s more coming. added to the growing PURE line-up 
at . 


when complete refining facilities at 
Lemont, Illinois, were acquired. A 
new catalytic reforming unit is now 


invest-}.. . Latest development isa new catalytic 
- types reforming unit at Smiths Bluff refin- 
As a ery, near Beaumont, Texas, which 


. hess will keep this refinery one of the most being planned. 
over modern in the nation. By converting All this is part of PURE’S ever-expand- 
ty low-octane naphtha into a high- ing operations in all phases of the oil 
coring} octane product, the reformer will business, from research to marketing. 
3 high substantially increase the refinery’s This progressive policy keeps PURE 
l a list output of top-quality gasoline. moving ahead in a highly competitive 
stocks industry. 


1,,: + Now in full operation at the Toledo 
of Phe refinery is a new unit for the manu- 
ending facture of specialty naphthas. 
ancing ah . . . 
».. The new Fluid Catalytic Cracking . 
le de Unit at the Smiths Bluff refinery has Be sure with Pu re 
iranc} already boosted that plant’s capacity —-_— 
for producing high-quality gasoline. 





recort 


».. The new catalytic reforming unit at : 
)2) the Heath, Ohio, refinery greatly in- e i r Pe i 0 m p a n y 
creases gasoline output and crude 

charging capacity. 35 East Wacker Drive, Chicago 1, Illinois 
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year in 1954, total life insurance, 
held by more than 90 million 
policyholders, reaching $339 bil- 
lion, a gain of about 11.4% over 
the previous peak of $304 billion 
100 million in force at the end of 
1953. This is phenomenal growth, 
emphasized by the fact that in the 
five years to the end of 1954, the 
amount of life insurance in force 
increased by $125 billion which 
was about $3 billion more than 
all the life insurance in force at 
the close of 1941. The _ total 
:mount then stood at $122 billion. 

Assets held for the protection 
ef the life insurance business as 
2a whole also increased, reaching 
$84 billion 2 hundred million, 
this sum being about 7.1% over 
the previous year. Also contribut- 
ing to higher income for 1954, 
was the higher rate of interest 
received on invested funds which 
increased from about 3.15% to 
223% after allowing for Federal 
income taxes. Another favorable 
factor was the continuation of the 
decline in the nation’s mortality 
rate which, in 1954, reached 9.2 
per 1,000 of population as com- 
pared with the previous record 
low figure of 9.6 set in 1952 and 
duplicated in 1953. In view of the 
continued strides being made in 
medicine, public health and surgi- 
cal techniques, it is reasonable to 
look for a continued drop in the 
mortality rate, adding materially 
to the encouraging underwriting 
prospects of the life insurance 
business. 

With disposable personal in- 
come continuing at current levels, 
life insurance carriers should ex- 
perience a further uptrend in in- 
surance demand that should re- 
ceive additional impetus from the 
rapid increase in the birth rate 
and the gains in the over-all popu- 
lation. 

Although the rate of gain in 
insurance in force during the 
next five years may be at a some- 
what slower pace thar#that re- 
corded in the five years to the 
end of 1954, life insurance com- 
pany equities appear to hold at- 
traction for conservative invest- 
ors as long-range growth issues. 
Dividends of these companies are 
universally low, but cash distri- 
butions have been supplemented 
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in recent years by sizable stock 
dividends or stock splits. 


Investment Position 


Investors must be mindful of 
practical considerations related 
to current stock market levels 
which are extremely advanced 
and which have automatically 
been reflected in equivalent high 
prices for the insurance stocks. It 
is logical to estimate that a sub- 
stantial drop in stock prices 
would bring down the market 
value of insurance stocks. For in- 
vestors who do not care to assume 
this risk, the best policy for those 
who would be interested in ac- 
quiring this type of investment 
would be to wait until a lower 
price level is available. For in- 
vestors who are concerned only 
with long-range investment pro- 
grams, the soundest policy would 
be to buy on a scale down, accord- 
ing to a “dollar-averaging” pat- 
tern. —END. 





Candidates for Year-End 
and Extra Dividends 
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were small and, in many cases, 
non-existent. The dim outlook led 
to a series of mergers and pro- 
grams of diversification that less- 
ened dependence this year on 
traditional lines. In addition, 
there has been a pickup in gen- 
eral business for these companies. 
Aside from the one-line, one-fab- 
ric cotton mills, which are rapidly 
becoming a thing of the past any- 
how, there has been a marked ad- 
vance by the industry. This al- 
ready has been reflected in several 
instances by dividend action and 
prospects are good for more to 
come before the curtain is rung 
down on 1955. 

It is a far cry from textiles to 
the railroads, but the carriers 
bear some semblance to the form- 
er in their emergence from the 
sloughs of 1954. Railroads serv- 
ing the Eastern sector of the 
country were especially hard hit 
last year, although nearly all 
Class I railroads turned in poor 
showings. Increased traffic this 
year has wrought a dramatic 
change in their outlook, with the 
carriers actually scrambling for 
rolling stock in order to cope with 
the rise in volume of freight. In 
contrast to the dividend outlook 
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of 1954, when holders of 
carrier issues wondered whet 
there would be any paymen} 
all, there are likely to be a ny 
ber of increases and extras, 
The accompanying table sho 
be helpful to investors by fo 
ing attention on companies }, 
may be expected to increase , 
wards to stockholders. Miss 
from the table, be it noted, , 
numerous corporations whose 
rectors acted in the closing «& 
of September and early Octo) 
Such companies as American ( 
and Sears, Roebuck had to 
dropped from the compendi 
because they acted in late Septe 
ber. However, these compan 
were cited as candidates for bs 
ter dividend treatment in prem 
ing articles of the Magazine. 
afi 






















































































Should U.S.A. Suppor 
Evrope’s Trade Ambition 
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Although we had an export s 
plus in that period, so that t 
U.S. should have shown a ma 
tary surplus from foreign trai 
nevertheless we actually lost $7 
million in gold, dollar balan 
and holdings of American secu 
ties. This came principally fr 
dollar outlays by our governme 
in the form of loans and grant 
costs of maintaining our arm 
services abroad, and spending}! 
American tourists. 

It is obvious, therefore, th 
despite current prosperity amo 
Western European nations, tl 
are continuing to drain off Ame 
can monetary resources at a vé 
high rate. Without U.S. spendi 
the European “dollar gap” wol 
have posed real difficulties. Ff 
example, spending by our arm 
forces in the first half of 19 
amounted to the impressive figu 
of $1.4 billion, including “¢ 
shore procurement” of milita 
hardware from foreign manuf 
turers. This is economic aid oft 
most direct sort and, one may| 
sure, American manufacturé 
would have liked to have haé 
share of these orders. Nevert 
less, to aid the foreign economi 
Wwe are spending the mon 
abroad rather than at home. Al 
grants to other nations for 1 
first half of the year totaled $ 
081,000,000 not including fini 

(Please turn to page 104) 
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cial aid by the Export-Import 
Bank. 

At the same time, private U. S. 
capital flow, on a _ net basis, 
amounted to $300 million for the 
period, compared with $625 mil- 
lion the previous vear. These fig- 
ures fluctuate sharply and from 
present indications it would 
appear that private U. S. capital 
flow to foreign nations will in- 
crease during the rest of this 
year and into next year. While 
our own business concerns are 
presumed to benefit from such 
projects, the real benefit goes to 
the foreign nations where the 
new capital is being located in 
the form of new plants and busi- 
ness houses. 

Seanning the situation on a 
world-wide basis, we find that 
world trade has been increasing 
steadily, thourh at a varying 
rate, according to the individual 
nation. Thus, Japanese exports 
have been increasing at a rate 





approximately 30% over 1953; 
Western Germany’s increase is 
at the rate of about 25%; the 
Netherlands, nearly 20% ; France, 
about 10% and the United King- 
dom, 6%. 

The comparative meagerness 
of the British increase in exports 
is a problem of great magnitude 
to the British government and, in 
turn, is affecting the economic 
relationship between that country 
and ours. Financial requirements 
of the British government are so 
great now that it is insisting that 
the United States government 
take up the slack. This is reminis- 
cent of the period just after 
World ‘War II ended when the 
British asked for and got a loan 
of $3 billion from the U. S. Treas- 
ury. One should not put aside as 
an idle thought that they may 
come to this government again. 


It is interesting to note the 
attitude of the British Exchequer 
on American private investments 
in the sterling area. U. S. invest- 
ments there earned $477 million 
in 1954 but British investments 
in the dollar area, principally the 
United States and Canada, earned 
only $155 million. This left a 




















Cc ples of the Py spectus may be 


September 29, 1955 





— r } 
This announcement is neither an offer to sell nor a solicitatie n 
of an offer to buy any of these Bonds. The offer 
is made only by the Prospectus 


$3,000,000 
REPUBLIC OF CUBA 


Veterans, Courts and Public Works Bonds, 4%, 
due 1983 


(Dollar Series) 


| Price 98% plus accrued interest 


CALLEN & COMPANY 

















THE MAGAZINE OF WALL STREE 





Lace of 
deficit against the British whiitton £00 
is very awkward for them to sowing 
vice. While the sterling area wamerican 
comes the new plants, equipmae conce 
and distribution facilities, jj] beco 
create debts that must be servighriff cuts 
and payments for interest, Mbw in efi 
course, can only come fromiThe rer 
surplus of exports or rising germany 
turn on investments, or both, jag, thot 
this offset has not occurred yplenty of 
is it likely to in the near futufay ever 
The trouble with the British giesent t 
uation is that production in Rgtritain, 
tain has been going to the hogfoubles 1 
people, instead of to exports. Tj probab 
people want TV sets, automobiidst that 
refrigerators, radios and @pthered | 
other comforts and conveniengmet is th 
of life. No one can blame tha tradit 
for wanting these appurtenangwich as I 
to good living but if we haved} a bit’ 
grant more aid to Britain, in ofjecturers. 
way or another, it is equivalggerman € 
to subsidizing the British peogffirectly 
to a conspicuous extent. panufact 

The plight of the Japanese mf the w« 
deserve more sympathetic consi Under 
eration. However, it is to @ould ap) 
noted that the rapid rise in tin rer 
Japanese economy since 1953 hgpntinued 
largely been due to exports to titates. T 
United States, and to a_ lesweneficiar 
extent to the sterling area. In tions of ¢ 
first six months of this yegmone fo 
Japanese exports to the U. S. rg Nevert 
74% over last year. Japanese fat we 
ports to the sterling area iom rui 
creased by some 60°-. Furth@reparing 
assistance is given the Japanegrade pac 
economy by virtue of the recegirection 
tariff meetings in Geneva whemkely to 
by our government negotiated tafhe follov 
iff cuts on a wide variety of U.§} be rec 
items. However, the object gr, cott 
these concessions is frankly relires, _p! 
ed to our strategic requiremenghemical: 
as we intend to support the JagVest Ge 
anese economy so far as we can#hinery, 
order, in the language of t@lastics, 
State Department, “to lessen terrous | 
danger of enforced Japanese d@hemical: 
pendence on Communist-domin@pould g 
ed areas of the mainlands of Asi@eonomy, 

While trade concessions to Jae West 
pan may be justified on politic] With 
grounds, it is quite another mafral outl 
ter when we view the economf is wo 
implications. There has_ been fically al 
rush of Japanese goods to Ameurope : 
can stores in recent months thi@est of t 
is quite unparalleled. After Seffave sen 
tember 10th, when the new tallow. The 
reductions on Japanese go0@een equ 
went into effect, the flood will Mhg East 
come even greater. Many articlfhat a ; 
are involved: sewing machingill be fi 
chinaware, furniture, camera#upport 
toys, silks and many other item] An in’ 
Of greatest interest is the ! 
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gse Of imports of Japanese 


ish whmtton goods. This competition is 


































em towmowing rapidly and many 
area wamerican textile manufacturers 
quipmae concerned that competition 
ties, tym] become even keener with 
€ servigriff cuts, up to 50° which are 
terest, Hw in effect. 
> from{ The remarkable boom in West 
rising germany shows no sign of abat- 
both. Yag, though there are signs 
irred yplenty of creeping inflation which 
ar futyfay eventually slow down the 
ritish @esent thriving export trade. 
n in Rwritain, which has its own 
the haffoubles with incipient inflation, 
Orts. Ym probably not too much down- 
Omobiiagst that the Germans are also 
and j@bthered by this problem. For the 
veniengmct is that German competition 
me tha traditional British markets, 
rtenangmch as Latin America, is prov- 
>» havefag a bitter pill to British manu- 
n, inq@ecturers. As a matter of fact, 
quivalerman exporters are competing 
sh peoirectily with many American 
anufacturers in various parts 
nese m@f the world. 
c consi Under the circumstances, it 
s to Mould appear that West Germany 
e in tin remarkably little need of 
1953 h@ntinued aid from the United 
‘ts to titates. They have already been 
a les@eneficiaries to the extent of bil- 
a. Intijons of dollars of American aid 
is yeagmone form or another. 
|. S. r@i Nevertheless, despite the fact 
nese @at we saved West Germany 
irea igom ruin, that nation is now 


Furth@reparing to enter an extensive 
fapane@ade pact with the Soviets. The 
e recegirection that this agreement is 
1 whemkely to follow is indicated by 
ited tafe following list of commodities 
of U.) be received from Russia: tim- 
»ject @r, cotton, manganese, chrome 
ly rel@fres, phosphates, drugs and 
rememhemicals. In exchange, from 
che JajVest Germany will come: ma- 
e canBhinery, ships, Diesel engines, 
of tlastics, synthetic cloth, non- 
ssen tiferrous metals, dyes and photo- 
1ese (@hemicais. Such an _ exchange 
omingpould greatly aid the Russian 
of Asifonomy, but this does not deter 
; to Jae West German government. 
oliti@ With reference to the gen- 
er méfral outlook for East-West trade, 
‘onom® is worthy of note that prac- 
been fically all the nations of Western 
Ameurope and not a few from the 
hs th est of the world are sending or 
er Save sent trade missions to Mos- 
v tarifow. The Kremlin, of course, has 
g00feen equally assiduous in promot- 
will thg East-West trade. It is ironic 
articlfhat a good part of this trade 
chin&ill be financed indirectly by U. S. 
imera#ipport of foreign economies. 
7 An interesting sidelight on the 
ne |! 
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This special steel never forgets 


YOU may have trouble recalling facts, but this Armco 
Special Steel can remember in a split second! 


It’s part of an electronic brain. Once a “fact” is elec- 
trically stored on this slender metal ribbon, it can be 


remembered in a few millionths of a second. 


From hun- 


dreds of such stored “facts” the machine solves long and 


complicated problems in amazingly little time. 


Its job 


is to remember fast and never forget. 


Sixteen ribbons of this magnetic alloy, pressed to- 
gether, would be no thicker than a human hair. A pound 


in the width used would extend three miles. 


The most 


precise techniques are needed to roll this tough steel so thin. 


Armco is one of the leading producers of “memory” 
ribbons for electronic computers. Research is a big part of 


the reason why. 


Armco is constantly searching for new and better 
special steels for new and better products. This persistent 
search—and the expanding markets for our steels that 
result from it—has been a major factor in Armco’s 


steady growth. 


c—> ARMCO STEEL CORPORATION 


MIDDLETOWN, OHIO 


V° SPECIAL STEELS 


SHEFFIELD STEEL DIVISION - ARMCO DRAINAGE & METAL PRODUCTS. INC 


entire question of aid from the 
United States is the psychology 
of the peoples of Western Europe 
themselves. By this time, they 
have become so accustomed to our 
financial assistance that they 
deem it a matter of right. Any- 
thing which they interpret as 
interference with these “rights” 
is resented. It all boils down to: 
“continue to give us aid—or 
else!” The “or else” being the 
threat of neutralism. 

However, from the American 
viewpoint, it is clear that West- 
ern Europe can stand on its own 


* THE ARMCO INTERNATIONAL CORPORATION 
feet economically, if its follows 
careful policies. Of course, if 
they expect to run wild and ask 
us to foot the bill, that is another 
matter. We doubt that the Ameri- 
can public would consent. We 
will, of course, continue to give 
military aid, as a matter of self- 
interest but even here can legiti- 
mately ask them to take up a 
greater share of the load and 
thus enable us, at long last, to 
reduce our own. For this, the 
over-burdened American  tax- 
payer would be deeply and ever- 
lastingly grateful. —END 
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American Corporate 
Interests and the 
Argentine Revolution 





(Continued from page 77) 


be imagined, the economic and 
social costs of Argentina’s eco- 
nomic tranformation have been 
terrific, and in many ways per- 
haps disproportionate to the 
achievements. In the first place, 
the haphazard industrialization 
has enormously increased Argen- 
tina’s appetite for imports of capi- 
tal goods and in more recent years 
also for raw materials and fuels. 
This is because industrialization, 
encouraged by subsidies and other 
stimulants, has far outgrown its 
raw material and fuel base. 

But the cause of the worst 
strains and stresses has been the 
fact that while import require- 
ments were rising, Argentina’s 
foreign exchange earning capac- 
ity, based on exports of farm 
roducts, was being crippled. 

ree developments have contrib- 
uted to this: (one) the flight of 
farm workers into the cities; 
(two) rising internal consump- 





tion which greatly reduced or 
eliminated the usual exportable 
surpluses, and (three) the bur- 
dening of agriculture with the 
cost of industrialization. Miguel 
Miranda, one of Peron’s early 
advisors, concocted a wonderful 
scheme by which the regime was 
buying very cheaply from Argen- 
tine farmers and selling very 
dearly to foreign customers. .The 
scheme worked for a few years, 
but by the time the Peronist re- 
gime realized what was happen- 
ing, the country’s agriculture was 
badly. damaged. In less than one 
decade the acreage under crops 
declined by some 40 per cent, and 
the great cattle herds have been 
so depleted that it will take an- 
other decade to rebuild them. 
Although Peron surrounded 
himself with yes-men and graft- 
ers, he was intelligent enough to 
realize that the pace of the tran- 
sition of Argentina’s economy 
must be slowed down if a disaster 
was to be avoided. As long as five 
years ago, the regime began tak- 
ing measures to secure a better 
balance within the country’s econ- 
omy. The Miranda scheme was 
abandoned, and the Government 
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Although the worst period ¢ 
Argentina’s economic transiti 
is probably over, it is obvio 
that the difficulties ahead are col 
siderable. As was already pointe 
out, certain economic and sock 
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Cumbustion Engineering, Inc. 
t profit is running ahead of the 
owing for the like 1954 period. 
his improvement, however, does 
t reflect the strong upsurge in 
e volume of utility equipment 
rders received in recent months. 
ince installation of such items as 
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ge Pieam generating units is not 
intermfade until 18 months or even two 
en gimears after receipt of an order, 
ey simarnings from 1955 utility book- 
he raifhgs will not be substantially real- 
id singed until 1956 and later. Addi- 


ot ke™fonal benefits should be derived 
s have the near term from the com- 
yovermany’s entry into the field of home 
uppormeating and cooling with a com- 
) Spemmact “packaged unit” that sup- 
yushim@lies hot water for heating and 
noth@hilled water for cooling. The 
> Per@ilagazine previously has noted its 
1s th@rominence in the atomic energy 
be ameld. In August. the Atomic 
ise alnergy Commission awarded the 
‘ionagmpany a contract to design and 
evelop an atomic power plant 
rasmall submarine. 
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Carrier Corp., an across-the- 
ard maker of air-conditioning 
nd heating equipment, has less 
eason to be pessimistic about the 
-e comeMoralized price situation and 
ointe@ventory glut in room air-condi- 
socgoners than almost any company 
-egime the industry. This leader of the 
ico @eld has a vast proportion of out- 
rgomut in industrial and commercial 
doling. While the window-unit 
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luriggice companies simply order the 


an Mevices from a manufacturer and 
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arrier and a couple of others 
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alone are capable of handling such 
jobs as air-conditioning the Pen- 
tagon and skyscrapers. In March, 
Carrier entered the year-round 
temperature-control field by merg- 
ing with Affiliated Gas Equip- 
ment. Net profit for nine months 
ended July 31 was $6,955,000, or 
$3.97 a share, on the 1,692,209 
common shares outstanding. 
Profits include earnings of Affili- 
ated. For purposes of compari- 
son, earnings of Carrier for the 
nine months ended July 31, 1954, 
have been combined with those 
of Affiliated. These profits totaled 
$7,324,000, or $4.19 a share, on 
the same amount of common 
shares, 

Smith (A. O.) Corp. earnings 
for the fiscal year ended July 31 


are estimated at $6 a share, com- 
pared with $5.41 in fiscal 1954 
and $5.11 in 1953. With heavy 
orders for automobile frames, of 
which it is the leading independ- 
ent maker, in sight during the 
fall-winter producing season and 
large volume of incoming busi- 
ness from the pipeline industry 
for tubular goods, company is ex- 
pected to maintain earnings at a 
high level well into 1956. Pos- 
sibly, in anticipation of the good 
forthcoming annual statement, 
the stock, which is normally 
rather sluggish, was exception- 
ally active during the strong mar- 
ket preceding the recent break. 
Dividend recently was raised to 
70 cents quarterly from 50 cents. 
(Please turn to page 108) 
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Sylvania Electric Products, Inc. 
earnings for 1955 are expected to 
set a new high and sales also may 
reach a new peak. With business 
continuing at the rate of the first 
half, the September quarter is 
going to be outstanding. For the 
six months to June 30, sales were 
$138.7 million, second largest in 
history, and net profit of $6 mil- 
lion (73% ahead of year ago) 
was largest for any like period. 
Sales for all 1954 amounted to 
$281 million and net profit was 
$9.4 million. Paying $2 annually, 
the stock of this growth company 
is priced to yield better than 4% 
Company’s new electronic unit 
near Boston will serve defense 
needs for air missile devices. 

—END 
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(Continued from page 98) 
Consolidated Foods Corp. 


“T forwarded a letter to you two or 
three days ago, enclosing payment for 
renewal of subscription but neglected to 
inanire on Consolidated Foods C orp. 
Will you give me recent data on the 
company, please?” 

S. C., Mountainside, N. J. 

CONSOLIDATED FOODS 
CORP., leading canner, proc- 
essor, and distributor of foods, re- 
ported net earnings, after taxes, 
for the fiscal year ended June 30, 
1955 of $2,578,818, equal, after 
perferred ee to $1.69 a 
Share on_ 1,286,949 common 
shares, compared with $3,267,247, 


or $2.22 a share the previous 
year. 


Sales in the past fiscal year 
were $224,786,676, a decline of 
2.6°¢, compared with the all-time 
record high of $230,675,745 in 
the previous year. 

_ Earnings from regular opera- 
tions were only slightly below 
those for the preceding year, in 
spite of unfavorable market situ- 
ations in corn, rice and coffee. 
Current sales and earnings are 
running ahe: id of 1954 levels ac- 
cording to chief executives of the 
company. Of the decline of $688,- 
429 in 1955 earnings as compared 
with 1954, about $520,000 re- 
flected a reduction in non-recur- 
ring profit in sale of fixed assets, 
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as compared with the previous 
year. 

‘‘Another factor bearing on the 
earnings results during the year,” 
it was pointed out, “was the 
added expense, totaling several 
hundred thousand dollars, of mov- 
ing inventories and operations 
from three separate warehouses to 
the new River Grove plant out- 
side Chicago. The operating econ- 
omies resulting from this move 
are expected to be reflected dur- 
ing the present fiscal year. 

During the last ten years, total 
sales increased 80°%. While dis- 
tributing sales gained 31° dur- 
ing that period, processing sales 
of foods packed and canned by the 
company’s own subsidiaries in- 
creased at ten times that rate, or 
324% 

In its continuing expansion 
program, Consolidated during the 
past fiscal year acquired two new 
subsidiaries—Gibbs & Co., of Bal- 
timore, Md., a long-established 
canner of vegetables and tomato 
products, and E. A. Aaron & 
Bros., Inc., of Chicago, a leading 
marketer of frozen foods and fresh 
fruits and vegetables. Since the 
end of the fiscal year, Consoli- 
dated has also acquired Ameri- 
ean Frigid-Dough, Inc., of Chi- 
cago, processors of frozen fruit 
and meat pies and frozen din- 
ners. These acquisitions give Con- 
solidated its first cannery in the 
heavily populated East Coast 
market and will enable it to par- 
ticipate to a greater extent in the 
rapid expansion of the frozen 
food industry. 

Net worth of the corporation 
at the close of the fiscal year was 
$42,866,490 an increase of $1,- 
666,290 from the previous year. 
Book value per common share, 
after allowing for preferred stock 
at par, was $27.35. compared 
with $25.93 at the end of the pre- 
ceding year. 

Cash dividends totaling $1.00 
ver share, plus 10% in stock have 
been declared this year. 





Armstrong Cork Co. 

“What are the prospects for Arm- 
strong Cork Co. over the balance of the 
year? Will you also please report sales 
volume, earnings, and other pertinent 
data.” C. E., Plainfield, N. J. 

Products of Armstrong Cork 
Co. fall in three broad categories: 
building products, packaging ma- 
terials and industrial specialties. 
Major building products include 
a full line of hard surface floor 


(Please turn to page 110) 








BOOK REVIEWS 


Your Investments 


By Dr. Leo Barnes 

Dr. Leo Barnes, noted economist 
investment analyst, has completely 
vised Your Investments for 1955, 
brings you hundreds of brandy 
money-making opportunities for ¢ 
year. Here you see in a moment; 
advantages and disadvantages for 
of every type of investment, from § 
ings Banks and Savings and Loan { 
sociations to Mutual Funds, Stodipesult « 
Bonds, Rights and Warrants, ete. 
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only does it show you how to put) ] 
money to work profitably, when to’ ~ 
and sell, how to use formula plans, j der 
lar averaging and other professj ; 
techniques for successful investin, ol 
but it puts at your fingertips thous, in | 
of carefully selected specific investng 
opportunities. 9 
Amer. Research Council g - 
we 


Canadian Mines Handbook 193§ pr. 
Mining Explained In Simple Te 


Two aids for the investor in min he 
securities have been published by the 
Northern Miner Press Ltd. The firs pli 
Canadian Mines Handbook 1955—i 
compendium of the thousands of mini the 


companies operating in Canada and nol 
tains a condensed summary of sali 
data for each active company. The s re 
nual price range for 1948 through Mz 
1955 is also included for each lis ‘ 
stock. ~o 
The second work—Mining Explair bu 
In Simple Terms—is a 162 page } 
chure which fulfills an important 1 we 
for most investors in mining compan J 
Written in easily understandable i su 
guage, this work gives the neophyt CO! 
detailed background of the mining 
dustry, which will help in understandi 
mining developments. A _ glossary  S 
common terms used in mining enhan ou 
the book’s value. 
The Northern Miner Press Ltd., Spi 
Toronto, Canada Each $3 
D 
The Big Fix 
nh oul 


By NORTON MOCKRIDGE § . 
and ROBERT H. PRALL puy in: 
An unvarnished account of gal ler 
bling, bribery, and dishonesty, this bog"! 
tells of the secret underworld of a larg 
city: How it began, how it thrived, a WY 
how it was destroyed. The centr 
theme of The Big Fix concerns t 
twenty-million-dollar-per-year gambliq 
syndicate built by Harry Gross, wh 
flourished with the connivance or 
difference of some police and other ci S 
officials, and which former District 4 
torney Miles McDonald exposed at 
risk of political suicide. Here is t 






















story of a grandiose scheme to defra ‘ 
the citizens of New York City, told! . 
its entirety for the first time. 

Norton Mockridge and Robert N 
Prall are star reporters for the Ne 2 
York World-Telegram and The S 
Their many newspaper exposés hat 
contributed to the reform of city 20 or 





ernment. Experienced in both politi 


and crime reportage. they eollaboratqemm™s 











on This Is Costello, an immedi | 
success, repli 
Henry Holt sa reeuct 
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When the shock of President Eisenhower’s ill- 
oss set off the market decline, Forecast clients 
ere in a sound and comfortable position . .. as a 
esult of four definite policies we have followed: 


1. We have been carrying only strong, divi- 
dend-paying issues, which now show hundreds 
of points profit issues that performed well 


in the sudden decline. 


2. At much higher prices than exist today, 
we advised subscribers to take one-half their 
profits in 3 stocks that showed 280 points 
profit from our buying prices. This enabled 
them to withdraw their original investment. 
plus a profit to retain the remainder of 
these profitable shares which now cost them 
cash for future 


nothing and to release 


recommendations. 


.3. For some time we 
buying of new security selections 


we felt the market was too vulnerable for our 


have postponed all 


because 
subscribers to take the risk of expanding their 
commitments. 


.4. In our September 20, 1955 bulletin, under 
our Market Advice, we urged: “Marginal and 
speculative issues should be liquidated”. 


Dynamic Opportunities To Emerge 


ln our coming Forecast bulletins we will give the 
’ 5D Dp 
buying signal when promising stocks are truly 


mdervalued in light of bright 1956 prospects. 


WHY FORECAST SUBSCRIBERS ARE IN 
, A SOUND AND PROFITABLE POSITION 





- 


And . . . over the months ahead as further excep- 

tional opportunities emerge at bargain prices 

we will round out our invested position in our 

3 supervised investment programs, including 

e High-grade securities stressing safety, as- 
sured income - sound enhancement 

¢ Dynamic Stocks for Substantial Profits 
with Higher Dividend Potentials 

e Strong Low-Price Situations for Large- 
Percentage, Longer-Term Gains 

Each week, too, you will receive our Bulletin, keep- 

ing you a step ahead of the public, on the outlook 

for the securities market—the action of the 46 

major stock groups . . . prospects for business 

latest Washington news . . . as well as current trend 

signals given by the Dow Theory—-and by our 


famous Supply-Demand Barometer. 


ENROLL NOW-—GET OUR LATEST ADVICES 


—our counsel on your present holdings. 


Send your subscription today, so you will receive 

‘ a 
our prompt buying advices as special dividend 
payers with unusual growth potentiols reach un- 


dervalued levels. 
list of vour 


security holdings (12 at a time). Our staff will 


With your order, enclose a present 
analyze them promptly and counsel you which to 


retain—which to sell to release funds to buv our 


coming recommendations. 





Mal Coupon 


J 
| 
| 
| 
| 
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SPECIAL OFFER—Includes one month extra FREE SERVICE 





Joday. 
Special Offer 


I enclose a 


riptions to The Forecast are 


THE INVESTMENT 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y 


any time without your consent. 


BUSINESS FORECAST 


$75 for 6 months’ subscription: [) $125 fer a year’s subscription 


(Service to start at once but date as officially beginning 


initial analytical and advisory report 


one month from the day you receive my payment.) | 
MONTHS' SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE $75 tir Ma $2.0 Telegra : no 
ne year in U.S. a r taut rkt turning s... When | 
9 Spect Delivery x en to ex 
y 
Name | 
Address i 
omplete service will start at 0 eS ee PON Ee ET See el SIRS! ORE EL Dy ee TS ee ae ees 
ce but date as officially be- s i 
: STITT - ~ cancicpadstniistiupsesesseesehieale dea ttadilailnaapnennio techie dethinsicadeiahtaeiieneini linia 
ning one month from the day j 
our check is received. Sub- Your subscription shall not be assigned at List up to 1 f your securities for our 
- 





ee ee ee ee eee eee 







1955 





a _— 


109 





STATEMENT REQUIRED BY THE 
ACT OF AUGUST 24, 1912, AS 
AMENDED BY THE ACTS OF 
MARCH 3, 1933, AND JULY 2, 1946 
(Title 39, United States Code, Section 
233) SHOWING THE OWNERSHIP. 
MANAGEMENT, AND CIRCULA- 
TION OF 


THe Macazine or Watt Street and Bust 
vess Anatyst published Bi-weekly at New 
York, N. Y.. for October 1, 1955. 

l. The names and addresses of the pub 
lisher, editor. managing editor, and business 
managers are: 

Publisher——C. G. Wyckoff, 90 Broad Street, 
New York 4, N. ¥ 
Editor—C. G 
New York 4, N. Y 

Managing editor EF. D. King, 90 Broad 
“treet, New York 4. N. Y. 

Business manager-— None. 

2. The owner is: (If owned by a corpora 
tion, its name and address must be stated and 
also immediately thereunder the names and 
addresses of stockholders owning or holding 
| percent or more of total amount of stock. 
If not owned by a corporation, the names and 
addresses of the individual owners must be 
given. If owned by a partnership or other un 
incorporated firm, its name and address, as 
well as that of each individual member 
must he given } 

Ticker Publishing Company. Inc.. 90 Broad 
Street, New York 4, N. Y. 

C. G. Wyckoff, Inc. (stockholder), 7 West 
10th Street, Wilmington, Del., the stockholder 
of which is C. G. Wyckoff, 90 Broad Street. 
New York 4, N. Y. 

3. The known bondholders, mortgagees. 
ind other security holders owning or holding 
1 percent or more of total amount of bonds. 
mortgages, or other securities are: (If there 
are none, so state.! 

Cecelia G. Wvekoff. bondholder. 90 Broad 
Street, New York 4. N. Y. 

C. G. Wyckoff. Inc. (hondholder), 7 West 
10th Street. Wilmington, Del., the stock- 
holder of which is C. G. Wyckoff, 90 Broad 
Street, New York 4, N. Y. 

4. Paragraphs 2 and 3 include. in cases 
where the stockholder or security holder ap- 
pears upon the books of the company as 
trustee or in any other fiduciary relation, the 
name of the person or corporation for whom 
such trustee is acting: also the statements in 
the two paragraphs show the afflant’s full 
knowledge and belief as to the circumstances 
and conditions under which stockholders and 
security holders who do not appear upon the 
books of the company as trustees, hold stock 
and securities in a capacity other than that of 
i bona fide owner. 

5. The average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to be paid sub- 
scribers during the 12 months preceding the 
date shown above was: (This information is 
required from daily, weekly, semiweekly, and 
triweekly newspapers only.) 

(signed) C. G. WYCKOFF 
Publisher 
STATE OF NEW YORK } 
COUNTY OF NEW YORK {§ 

Sworn to and subscribed before me this 
28th day of September, 1955. 

(signed) HILDA LANDESBERG 
Notary Public, State of New York 
Qualified in Queens County 
No. 41-7414200 
Cert. filed with Queens & N.Y. 

Co. Clk’s & Regs. 


\ vekoff, 90 Broad Street 


[SEAL] 
(My commission expires March 30, 1956) 
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Answers to Inquiries 





(Continued from page 108) 


coverings, interior wall finishes, 
acoustical materials and insulat- 
ing materials. Demand for the 
company’s wide range of products 
continues good. 

Armstrong earned $7,024,720 
after taxes on net sales of $122,- 
568,706 in the first six months of 
1955. These earnings and sales 
set new records. Earnings were 
21% higher and sales 16% higher 
than in the comparable period of 
1954, when the company earned 
$5,818,540 on sales of $106,078,- 
788. 

Earnings per share of common 
stock—after deducting preferred 
stock dividends — amounted to 
$1.37 compared with $1.21 in the 
first half of 1954, based on the 
average number of shares out- 
standing in each period and ad- 
justed for the recent 3-for-1 stock 
split. 

Earnings before income taxes 
totaled $15,197,720, compared 
with $11,918,540 in the corre- 
sponding period of 1954. 

Dividends paid on the common 
stock were on the basis of 90¢ per 
share in the first quarter, con- 
trasted with 75¢ per share per 
quarter in 1954 and in the second 
quarter of 1955 they were 30¢ 
per share on the shares outstand- 
ing after the 3-for-1 split. As of 
June 30, 1955, there were out- 
standing 4,930,846 shares of $1.00 
par value common stock and 161,- 
522 shares of $3.75 cumulative 
preferred stock. The company 
has no funded debt or long-term 
loans. 

Sales increased in all areas of 
the company’s business and the 
increase resulted almost entirely 
from higher physical volume 
since there was little change in 
the company’s selling prices. 
Principal factors in the expanded 
volume were the sustained build- 
ing boom, high volume of residen- 
tial and commercial fix-up, repair 
and modernization work and rec- 
ord industrial production, par- 
ticularly in the automotive field. 
Plants operated at near-capacity 
levels and inventories of raw ma- 
terials and finished products re- 
mained low in relation to the sales 
volume. 

Major plant expansion pro- 
grams are under way in three of 
the company’s 18 factories in the 


United States. Capital expe 
tures for expansion and impn 
ment projects throughout 
company totaled $3,979,000 in} 
first half of this year. 

During the period, operation 
the subsidiary companies abr 
expressed in equivalent Uni 
States dollars, produced combi 
sales of $10,129,542 and net eay 
ings of $648,687 after taxes, 
pared with sales of $9,874 
and net of $431,128 in the f 
half of last year. 

The outlook for business 
Armstrong generally over they 
mainder of the year is enco 
ing, despite rising raw mater; 
and wage and salary costs. 
of the company’s products sho 
receive support from fur 
slight gains in production, q 
sumer income and constru 
activity. Normally, the dema 
for building materials and rela 
products shows some decline d 
ing the closing months of { 
year, and this may affect the ca 
pany’s volume of sales in { 
fourth quarter. The company 
taking various steps to carry fi 
ward its long-range program 
further growth. 


Brunswick-Balke-Collender Co. 


“IT have renewed my subscription 
your Magazine recently and would 
preciate receiving latest data on Bru 
wick-Balke-Collender Co. Does thee 
pany plan to resume dividend pay 
on the common soon?” 

T. J., Wheeling, W. 

Consolidated net sales of 
Brunswick - Balke - Collender 0 
and its Canadian subsidiary 
the first six months of 19% 
amounted to $13,427,811, as co 
pared with $12,060,607 for 
corresponding period in 1954, 
increase of 11.3%. 

Operations for the first & 
months of 1955 resulted in a 
solidated net loss of $288,096, 
decrease of 16.7% from the 
loss of $345,869 for the compa 
ble period of 1954. While these 
sults indicated a modest improv 
ment, they still reflect the hig 
seasonal character of Brunswick 
operations with the lowest volum 
of shipments occurring durit 
the first half of year and opera 
ing expenses remaining at a re 
tively constant level during t 
year. 

Company’s sales and prom 
tional efforts were  intensifie 
early in 1955 to improve the al 
nual sales volume of regular col 
mercial products. While this p 

(Please turn to page 112) 
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It's actually easy to save money—when you buy 
United States Series E Savings Bonds through the 
automatic Payroll Savings Plan where you work! 
You just sign an application at your pay office; 
after that your saving is done for you. And the 
Bonds you receive will pay you interest at the rate 
of 3% per year. compounded semiannually. for as 
long as 19 years and 8 months if you wish! Sign up 
today! Or. if you're self-emploved. invest in Bonds 
regularly where vou bank. 


When the gun failed, 


they used a tablespoon 


He LEARNED acting the hard way, barn- 
storming frontier towns by barge and stage- 
coach. playing in sheds and taverns. 

One night in Houston. a Texan even sug 
gested the troupe tour through Indian c 
try, carrying their stage weapons for prote 
tion. Joe Jefferson declined. He later said h« 
had shivered when he imagined himself fa 
ing a hostile Indian and armed only with a 
stage pistol whose tendency to misfire had 
several times “compelled our heavy villain to 
commit suicide with a tablespoon.” 

By the 1860's. Jefferson was America’s 
favorite actor. When he played his famous 
Rip Van Winkle (see picture), “one-night” 
towns declared a “Jefferson Holiday.” Busi 
ness stopped, schools closed. so that every 
one could get a chance to see him act. 

They loved Joe Jefferson everywhere be- 
cause he was a genius at making peopk 
happy. And his sunny outlook still sparkles 
in the spirit of America. Like Jefferson, 
Americans still know how to travel a hard 
road and smile when the going’s roughest 

These confident Americans are the real 
wealth of our nation. And they are the real 
reason why our country’s Savings Bonds 
rank among the world’s finest investments. 

That’s why. to save for your goals in life. 
you cannot find a surer. safer way than 
United States Savings Bonds. Invest in them 


recularly—and hold onto them! 


Safe as America — US. Savings Bonds 


The U.S. Gover 
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gram has increased operating ex- 
penses somewhat in the first six 
months of 1955, the resultant 
booked orders fully justified the 
increased efforts. Booked orders 
for regular commercial products 
for the six months ended June 30, 
1955, were more than 25% higher 
than those for the corresponding 
1954 period. Significant increases 
were made in bowling equipment 
and supplies, school furniture and 
gymnasium seating and parti- 
tions. It is anticipated that as 
these orders are shipped in the 
second half of the year, they will 
be reflected in terms of substan- 
tially improved earnings for the 
year. 

Even though the management 
looks forward to the resumption 
of cash dividends prior to the end 
of this year, nevertheless the di- 
rectors voted recently to defer 
any action on common dividends 
at this time. There were several 
reasons for this decision. While 
the company is confident that it 
will earn a satisfactory profit in 
the third quarter in light of the 
business now on hand; the heavy 
cash requirements during this 
peak period, as well as the desire 
to continue the policy of having 
dividends depend on earnings 
made it appear prudent to defer 
payment of a cash dividend until 
later in the year when it is antici- 
pated that actual profits may be 
realized and cash position im- 
proved. 

The board of directors declared 
the regular preferred dividend of 
$1.25 payable on October 1, 1955. 

On July 25th the company be- 
gan taking orders for its Auto- 
matic Pinsetter for 1956 installa- 
tion. This Automatic Pinsetter 


* enhances the outlook for the com- 


pany. 
A 5% stock dividend and cash 
payment of 1214¢ was made in 
1954 but no dividends have been 
declared in the current year. 


Sun Chemical Co. 

“As a subscriber to your Magazine, I 
would like some information about Sun 
Chemical Co. as to their products, re- 
cent earnings, dividends and expansion 
program.” M. J., Quincy, Til. 

Sun Chemical Corporation’s 
sales and earnings set new highs 
in the first half of this year and 
volume climbed to $20,844,874, 
3% above the initial six months 
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of 1954. First half figures for 
1955 continue to reflect increased 
earnings as a result of the ex- 
panded sales and streamlining 
program instituted by the corpo- 
ration. Net profit for the first six 
months of 1955 shows an increase 
of 26.8%, as compared with the 
same period of 1954. 

On sales of $20,844,874 in 
1955’s first six months, net profit 
was $782,497. In the comparable 
period of 1954, sales were $20,- 
246,157 with a net profit of $617,- 
075. The continued substantial 
gain in net profits shows the ef- 
fectiveness of company’s concen- 
trating on profitable sales while 
consolidating a realigning of its 
corporate structure. 

Earnings in the six-month peri- 
od just passed was 61.8¢ against 
48¢ in 1954, on the outstanding 
1,196,283 shares of common stock. 
For the year 1954, the company 
earned $1.43 per share. Earnings 
in the company’s first half are 
traditionally the smallest of the 
year, according to the president 
and during this period, substan- 
tial sums are allocated for con- 
tingencies which might arise later 
during the year. 

Sun Chemical Corp. is a lead- 
ing producer of printing and 
lithographic inks, lithographic 
supplies, paints, building materi- 
als, waxes and industrial chemi- 
cals. It has plants, warehouses 
and sales offices throughout the 
United States, Canada and Mexi- 
co. 
Plans for expanding its Gener- 
al Printing Ink Co. plant in Clear- 
ing, Illinois were announced re- 
cently. The plant now occupies 
78,000 square feet of space on a 
10-acre site and will be enlarged 
to 123,000 square feet. Approxi- 
mately $350,000 will be spent for 
this expansion. A new 8600 square 
foot structure in St. Louis, 
Missouri has been completed and 
a new plant is now under con- 
struction in Kansas City, Mis- 
souri. 

A subsidiary in Mexico an- 
nounced extensive plans for ex- 
pansion which will double its pro- 
duction output. —END 





IN THE NEXT ISSUE 
2 Important Articles 
for Investors 

1) Chronic 1952-55 Lag- 
gards: Which to Hold— 
Where to Take Tax 
Losses 

2) Important Days Ahead 
for Rail Stockholders 
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The New Men 

By C. P. SNOW 
This book has no counterpart. (.} t 
Snow here depicts the discovery 
atomic fission, bringing to bear 
physicist’s special knowledge and ¢ 
insight of a major novelist. The “tg 
men” are a small group of nucle 
scientists and high government offic 
working together in England during; 
war. As Mr. Snow recounts the exci 
ment and dangers of the great expe, 
ment, the conflicts between scienti 
and bureaucrat, the reader is convin 
that this is exactly the way it was, 
that enormous moment of history. Hip 
shima provides the exterior climy 
confronting these men with the mo 
issues of their work, uncovering wi 
shocking clarity the problems of loya 
and responsibility in a divided world 
In England C. P. Snow is now » 
garded as one of the finest living nw 
elists. The New Men justifies that rep; 
tation, for it is a novel that makes 
large part of contemporary fiction se 

immature. 
Scribners $35 
















ABC 
ROL 


—li 


Inve 


















Tariffs: The Case for Protection 
By LEWIS E. LLOYD 

Tariffs and world trade are perenni: 
issues and they receive special @ 
phasis from time to time. Now is o 
of those times—perhaps the most ir 
portant—because of our _increasiy 
world leadership. 

Dr. Lloyd shows how and why o 
internal economy must be support: 
and protected by tariffs. He also sho 
that international free trade can } 
successful only in theory—not in t 
practical and real world of independe 
sovereign nations. 

Both the old and the current arg 
ments for free trade are here explain 
as no more than “myths” by an econ 
mist who speaks, not as a politicia 
but as a citizen alarmed by furth 
tariff reductions by the United State 
which already has one of the lowed 
tariff schedules in the world. 
Dodd, Mead $3.0 


The Day the Century Ended 
By FRANCIS IRBY GWALTNEY 
Of the many war novels published 

in the last decade, only some three «! 
four have been distinguished for or 
ginality and power. Such a_ book i 
THE DAY THE CENTURY ENDED, one @ 
the best novels this year is likely to se 

The narrator, Sam Gifford, is slow! 
cracking under the unbearable strail 
of Pacific island warfare, and as th 
war nears its close, has been sent 
a company of misfits on Luzon & 
punishment for trying to kill an office 
—with provocation. Amidst some of thi 
most vicious engagements of the wat 
he reflects upon his idyllic childhood 
and his too brief time with his lovel 
wife, Like thousands of others, he rea 
izes that nothing will ever be quite th 
same as it was. For better or for worst 
he will be different. 

From a conflict which has led s 
many writers into cynicism at best, « 
despair at worst, Mr. Gwaltney ha‘ 
emerged with a fresh and positive poit! 
of view that brings light and life to4 
familiar human experience. j 
Rinehart & Company, Inc. $3.50 
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—In This New Era of 
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cy Investment Opportunity! 





/ 
Vow. at the beginning of this new era of amazing scientific and indus- 
trial achievement, YOU have the opportunity to invest in sound, progressive 
companies whose expanding earnings will justify above-average dividend income 
and will stimulate strong capital appreciation. 


¥% Through foresighted investment, YOU can own shares of the dynamic leaders 
in electronics, aerodynamics, automation . . . chief beneficiaries of widening 
use of nuclear energy. You can share in huge profits to flow from nation-wide 
projects, such as roadway and school construction—from industrial boom in 
certain areas of the U. S. and Canada—-from development of new metals, 
chemicals, plastics, methods. 


¥%& BUT, to accomplish this, you will need the help of unceasing investment re- 
search as carried on by our expert staff—plus the constant protection and 
advantages of personal supervision of all your securities as provided by 


INVESTMENT MANAGEMENT SERVICE. 





xe We have a long and successful record of service to practical, profit-minded 
investors throughout the U. S. and abroad—many of whom have renewed 
steadily for 5, 10, 15, 20 years and longer on the basis of results attained for 


% If, for any reason, you are not thoroughly satisfied with your own results 
with the present quality of your portfolio—the income your investments are 
providing—or their growth potentials, looking to 1956... you owe it to your- 
self to investigate our Service. 


¥% Without obligation, we should be happy to send you full information on our 
Service. Since our fees are based on the current value of the securities and cash 
to be supervised—please tell us the present worth of your holdings—or list 
them for our prompt evaluation, so we can quote you an exact annual fee. Tell 
us your personal objectives and ask any questions you would like us to answer 





so our letter can be as specific as possible. 


INVESTMENT MANAGEMENT SERVICE 


NEW YORK 4, N. Y. 





90 BROAD STREET 
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NEWS IN THE FLIGHT SWEEP! .. . The year’s freshest 
and truest new note in car design. In one clean sweep from head- 
lights to up-swept tail, it clearly and unmistakably wraps up the 
whole idea of GO! Accenting the low, long, ground-hugging mass 
of the car... here’s the design that looks completely like today, 
and points clearly to tomorrow, too! 





NEWS IN WONDERFUL SAFETY!.. . Brand new Life- 
Guard door latches that hold fast under stress as none have ever 
done before. Chrysler Corporation bodies and frames, strongest 
and most rigid built. The finest, most responsive Power Steering, 
Power Brakes and engines on the road. And Safety Seat Belts, 
if you wish, that meet official airplane specifications! 


NEWS IN PUSHBUTTON POWERPFLITE! 

driving advance of the year! Put your finger on a button on 
dash at your left for whatever driving range you want. Only 
driver can touch it. Safe and convenient as never before 
remember . . . PowerFlite itself gives the finest blend of sn.og 
ness and swiftness among all automatic transmissions! 
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NEWS IN 4-DOOR HARDTOPS!.. . Now in Plymout 
Dodge, De Soto, Chrysler and Imperial! . . . finest and mos 
rugged cars of all in this newest body style! The dashing, long 
low line of the true hardtop .. . but with full 4-door convenience 
Full side vision, with full-width rear doors and exclusive full 
width rear windows iri these cars of THE FORWARD LOOK! 


THE BEST NEW CAR NEWS you'll 
find this year is in the cars of THE 
FORWARD LOOK ’S6,..70 matter what 
the price range! 

Here are cars that are full of new ad- 
vances. Cars that bring things to you 
other cars do not yet have. Cars that 
do things for you other cars are not yet 
able to do. 

Here are cars so new and so wonderful 


rt Corporation 


to own you'll feel a new kind of pride 
when you get one. Cars that literally 
make driving or riding a new kind of 
joy and satisfaction. 


Right now, well over a million families 
own 1955 cars of THE FOR WARD LOOK 
from Chrysler Corporation. These 
owners tell us they have discovered a 
motoring experience that simply can- 
not be found anywhere else today. And 


now comes the second year of cha 
lenge from THE FOR WA RP LOOK. Now 
for ’56, the differences hetween thesé 
cars and all others become sharper stilll 


The new Dodge is already on display 
Plymouth, De Soto, Chrysler and 
Imperial soon will be. Watch for the 
announcements. See them at you 
dealer’s. There’s good news for you in 
these cars! 


CHRYSLER CORPORATION 


PLYMOUTH - DODGE - DE SOTO - CHRYSLER - IMPERIAL 


Tops in TV Drama—“Climax!”—CBS-TV, Thursdays 





